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The Travelers Cheque business 
of late years has become an all- 
year business. The Fall and Win- 
ter market has grown largely be- 
cause business men have learned 
that travel fund insurance is as 
important as other forms of insur- 
ance. Actual cash is never safe 
whether carried by vacationists or 
by a man traveling in the interest 
of his firm. At this time, too, 
everyone is watching for leaks and 
losses. American Express Travel- 
ers Cheques eliminate one item of 
business loss. During the Fall and 
Winter months thousands of sales- 
men will start out on their trips 
with expense money—other thou- 
sands of buyers will go to the 
larger cities to make their pur- 
chases. Officers and owners will 
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travel in connection with their 
executive duties. Other thou- 
sands will attend conventions and 
association gatherings. All are po- 
tential buyers of Travelers 
Cheques. Bank officers today are 
very close to business men and to 
their activities. They, too, are in- 
terested in preventing unneces- 
sary losses to their customers. 
Their influence is widespread. A 
word here and a word there or a 
letter suggesting this precaution- 
ary measure against loss from a 
bank officer to his business con- 
tacts will bring many profitable 
sales of this class into the bank. 


Steamship tickets, hotel reservations, itin- 
eraries, cruises and tours planned and 
booked to any part of the world by the 


American Express Travel Service. 
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-LETTERS- 


Unique in Bank Advertising 


Strs: I think your readers will be interested in Don Knowl- 
ton’s new book entitled ‘Advertising For Banks” which is just 
off the press, and which was introduced to the bank advertising 
fraternity at the Financial Advertisers Association Convention in 
Chicago, September 12 to 15. 

The book attracted an enormous amount of interest at the 
convention—because, of course, there never has been anything like 
itattempted before. It is 514 pages long and contains 363 actual 
hank advertisements—some in the form of copy quotations, some 
well over 100) in the form of actual pictorial reproductions. 

The most important feature of the book, however, is that 
section having to do with the administrative side of bank adver- 
tising. The author takes the case of the cashier of a bank in a 
town of about 75,000 people—a cashier who has just been put in 
charge of the bank’s advertising—a cashier who has had no previ- 
ous experience whatever. He then proceeds to build up for that 
cashier a survey of his local advertising situation, a choice of his 
advertising media, a detailed scale of the advertising appropri- 
ation, and a final schedule of actual advertisements to be used 
during the course of the year in all forms of advertising media 
suitable for the bank’s purposes. 

In short, any banker-advertising man who has never handled 
bank advertising before, could, I believe. take this book, and using 
itas a practical manual, work out his own problems with complete 
satisfaction. 

Of course, we of the Financial Advertisers Association are quite 
enthusiastic about the book. It is being distributed through the 
Association office, here in Chicago, and if any of your readers are 
interested they can obtain an order blank by writing me at 231 
South La Salle Street, Chicago. 

Preston E. REEp, Executive Secretary, 
Financial Advertisers Association, Chicago 
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Index Discontinued 


Sirs: If you prepare a printed index for the volumes of The 
Burroughs Clearing House, as completed, I should be very glad to 
receive a set of them covering the volumes issued during the past 
two years. These you may send to my subscription address, 
P, O. Box 559. 

G. C. Hirner, Auditor, 


Merchants National Bank, Mobile, Alabama 


Friends in Need 


Sirs: We note your comment (an editorial S. O. S.) on page 
three of the September issue of your magazine, entitled “Lines to 
a Denver Banker,” and take pleasure in supplying the information 
you desire. 

The pamphlet ““The Richest Man in Babylon” was written by 
George $. Clason whose address is care of the Clason Publishing 
Company, 810 14th Street, Denver, Colorado. 


We have been using this pamphlet in connection with our 
savings department and have received very favorable comments 
irom our customers. 


C. W. Cope.anp, Assistant Secretary, 
International Trust Company, Denver 


We gratefully acknowledge voluntary supplementing responses concerning 
this excellent thrift inspirational booklet from R. E. Doan, Director of Public Rela- 
tions, Denver National Bank; J. B. Stair, President, First National Bank, 
Azusa, California; Leon Henderson, Director, Department of Remedial Loans, 
Russell Sage Foundation, New York; August H. Geile, Assistant Secretary and 
Treasurer, Provident Savings Bank and Trust Company, Cincinnati; Edwin D. 
Condon, Fields Corner Branch, Dorchester, First National Bank of Boston: and R. 
L. Blogs, Cashier, Bank ot Manitou, Manitou, Colorado.—The Editor. 


oeo¢ 
And See Page 13 


Sins: The article in the current number (July) of your 
Magazine entitled ‘‘Profit First in Safe Deposit” (by W. J. Kom- 
mers, vice-president, Old National Bank and Union Trust Com- 
pany, Spokane, Washington) is extremely timely and well written. 

In line with previous correspondence, our Committee will give 
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all possible publicity to this article through safe deposit publica- 
tions and other trade channels. 
On behalf of our Committee I wish to thank you for the interest 
you are taking in featuring the safe deposit department of banking. 
I would like to ask if you could arrange to send me an extra 
copy of the July number of your publication. 
H. Harr SHERWOopD, Chairman, 


Publicity Committee, National Safe Deposit Advisory Council 
oo 


Description Inadequate 


Sirs: About ten months ago I saw an article in The Burroughs 
Clearing House concerning “‘an index system for keeping the 
financial statements made by borrowers up to date.” I do not 
remember the issue or the exact title of the article. 

I am wondering if there is any way of tracing up this article 
by the meager description given above. I would appreciate it 
very much if you would try to locate the article in question and 
mail me a copy of that issue of The Burroughs Clearing House. 

I shall be glad to pay any charges involved. I am an interested 
reader of your magazine and will not hesitate to place it on a par 
with any similar financial magazine on the market. 

F. J. RercHarpr, Assistant Cashier, 


National Bank of Mendota, Illinois 
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& 
Assets 

Cash in Vault, with Banks and due from Treasurer of 
the United States . ...... . . . . $ 9,973,003.67 
United States Government Securities . . . . . . 11,118,146.11 

Other Bonds and Securities including stock of the 
Federal Reserve Bank ........... 7,981,360.10 
Accrued Interest and Other Assets - + & & » ~ 996,818.99 
Bank Premises and Other Real Estate oe a ae 4,256,394.37 

Customers’ Liability under Acceptances and Letters 
es «oe ee ee ee Pee eo we See 2,453,145.91 
Loans and Discounts . . ..... . . . . 49,197,952.02 
$85,976,821.17 

Liabilities 

Capital Stock + « « « © »* © » © ll ee 
Surplus and Undivided Profits . . . . . . . . 3,161,379.68 
General Reserve Account eae ee ee 1,000,000.00 
Reserve for Interest, Taxes, Dividends eae ee 546,264.75 
Other Liabilities ke : ee ae ee xk he Se 504,708.60 
Circulation ......... . . +. +. .  §5,000,000.00 
Letters of Credit, Acceptances and Bills Endorsed ._. 3,909,677 .90 
Deposits . ........ . . . . . . 66,854,790.24 
$85,976,821.17 


THE LARGEST NATIONAL 
BANK IN OHIO 


MEMBER FEDERAL RESERVE SYSTEM 
CLEVELAND CLEARING HOUSE ASSOCIATION 
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ood Risks for Old Emerging 


The Banker Who Recognizes Them and Earns 
Their Regard is Laying the Soundest Kind 
of Foundation for Better Times to Come 


ARLY last summer a dollar set of table glassware got against it. 
me to thinking about a situation —yes, it may even 
be called an opportunity —that faces this country’s 

bankers in times like these. The tableware consisted of 
twenty-four glasses in three sizes and a large pitcher. From 


casual observation of store win- 
dows in a good many cities, and 
of mail-order catalogues, I am 
certain that the manufacturer 
sold a tremendous number of 
this single item —presumably at 
a satisfactory profit. 

The product was certainly 
good value, which is why it 
swept the country like an epi- 
demic. I know nothing of who 
made it, how he managed to 
crowd such excellent value into 
a dollar’s worth at retail, how 
many he sold. But that particu- 
lar manufacturer is the past 
summer’s most conspicuous ex- 
ample of a type of business which 
exists in considerable numbers, 
although this type is a small per- 
centage of all businesses. And 
this type deserves particular at- 
tention from the banker. 

Without first-hand informa- 
tion, I can safely guess that the 
industry making table glassware 
ls having a pretty hard time. 
Folks seem to be buying no more 
glasses than they absolutely need 
to replace those broken in dish- 
Washing. Yet, by some knack of 
Management, this one manufac- 
turer succeeded in doing a not- 
ably large volume while most 
of his competitors were up 
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Vice-president, St. Joseph County Savings Bank, South Bend, Indiana 


How he did it is of no concern here. The 
important fact is that, somehow or other, he did it. And 
it seems a fair bet that when the depression is finally 
shaken off the land, he will emerge a leader in his industry 
and a customer on which his banker may be congratu- 
lated. Meanwhile some of the 
oldtime leaders are probably 
sinking deeper and deeper into 
the mire. 


OR suppose we look at another 

manufacturing company on 
which my information is a little 
more detailed. For some years 
prior to 1929 its career was 
spotty. Sometimes it made 
money, again it lost. Its man- 
agement showed some signs of 
genius, and some of plain old- 
fashioned tomfoolishness. When 
orders fell off early in 1930, it got 
deeper and deeper into its banks. 
The stage was apparently set for 
a firstclass receivership —when 
something happened. The board 
of directors, stirred to action, 
fired two or three of the most 
expensive executives, put the 
responsibility for the business on 
the shoulders of one of the 
former heads, hired an assistant 
to supplement him in one respect 
in which he was a little weak and 
called for a new deal. 

They got it. The new man- 
agement insisted on careful econ- 
omy throughout the organiza- 
tion, and when a couple of 
executives would not give it, let 
MR. STEPHENSON them out. It took some radical 
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steps about the higher salaries, put a 
little pressure on the research depart- 
ment to improve some plant processes 
in a hurry and began looking for busi- 
ness. It worked. The research de- 
partment settled down to a few twenty- 
four-hour days and emerged with a 
new process which cut 25 per cent 
off the production cost of the com- 
pany’s principal product—by better 
technique, not by more prosaic 
economies. 


A SALES executive, after a long talk 
with a sales-minded chemist in the 
plant, went out and contracted to 
perform on certain types of important 
material a repair operation which had 
formerly not been performed in this 
country —wherefore the expensive 
material had been scrapped by thou- 
sands of users after a few months of 
hard wear. Storerooms throughout 
the country bulged with this second- 
hand stuff which nobody had thrown 
away but had kept in the hope that it 
might sometime have some _ value. 
The chemist, you see, had worked out 
a method of reclaiming these goods. 
And the chemist’s factory is today 
busily reworking this stuff, at a price 
which yields an excellent profit. To 
be sure, some factories in Germany 
have probably had to lay off their help 
because their sales of new material to 
the United States are abruptly cut off. 
But that is not the worry of the 
management of the com- 
pany we are discussing. 
Ever since last April, this 
company has been making 
money. ‘The profits come 
from a combination of sev- 
eral causes. But the corpo- 
ration is gradually paying 
off its bank loans. Whereas 
it was practically under 
water a year ago, today its 
head is out and it can 
breathe through its mouth. 
The shoulders are emerging. 
And within another twelve 
or fifteen months, even if 
general business conditions 
should relapse to a new low, 
this firm will be out of the 
banks and starting to amass 
a surplus for stockholders. 


HE point is, that it 

takes a depression to 
make some businesses show 
their mettle. This manu- 
facturing company is clearly 
past its in-and-outer days. 
With the new management 
firmly in the saddle, it can 
be counted on for an out- 
standing record during the 
next fifteen or twenty years. 
And instead of being a 
highly questionable banking 
risk —as the company has 


been for twenty years past—it will 
be the best kind of a customer and 
a leader in its industry. Yet half a 
dozen leading firms in its industry 
are already in the hands of creditors 
or courts. 

This sort of thing is happening in 
practically every American com- 
munity. I could fill this magazine 
with instances that have come to my 
attention. There are, in two cities not 
far from my own, department stores 
which right now are coming up from 
also-rans to challenge the leadership of 
older stores which have for years 
considered these particular merchants 
mere upstarts. In another retail line 
in one city, the field is practically 
reversing itself. The poorest store in 
town has been so shrewdly conducted 
during the depression that it is making 
money and is gaining recognition by 
consumers as the best place to buy, 
while the best store is losing money 
hand over fist and has been put down 
in people’s minds as dead because its 
owners have continued in the fossilized 
way which earned them their leader- 
ship forty years ago when their way 
was outstandingly progressive. Pro- 
fessional men who were unknown — 
and had been unknown for years — 
have built up their clienteles at the 
expense of competitors who were less 
adaptable to changing conditions. 
Many a bank, even, which was con- 
sidered sleepy and slow back in the 


rhis, then, is the time when it 
pays the banker to differentiate 
shrewdly between the comers 
and the has-beens. It is a time 
when we can least afford to fall 
into a gloomy pessimism about 
all customers and all industries 
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1920’s has the largest deposit total in 
its town and has steadily accumulated 
the best customers because its policy 
has proved best for meeting hard 
times. So it goes in every line you 
might mention. 

This shifting, the moving forward of 
some businesses while others are falling 
behind, presents a situation for bankers 
which is at the same time a serious 
problem and a major opportunity. It 
is a problem because many of us do not 
keep alert to all of its implications. 
It is an opportunity to those bankers 
who are sufficiently alert to profit by it. 


"THE problem of a bank loaning 

officer in these days is anything but 
simple. Most of our customers are 
losing money —and when a _ borrower 
is in the red, he is no longer the attrac- 
tive risk that he was while he was 
regularly making profits. Bankers 
have become so accustomed to poor 
records that we are in danger of losing 
our perspective on individual com- 
panies because of the poor records of 
their industries. 

I have already violated a canon ol 
conservatism by talking about a glass 
company of which I know nothing at 
first hand, not even the name. Just 
to avoid any suspicion of having in 
mind any of our own bank’s customers, 
let me get in still deeper by discussing 
as a supposilious case an industry of 
which I know nothing because we have 
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CLEARING HOUSE 


on our books no company in this line 
of business. Suppose I pick on the 
leather business. 

By newspaper reports the leather 
industry is in not very profitable con- 
dition. A loaning officer in a good- 
sized bank has, let us say, half a dozen 
customers in the leather business. For 
three years, now, he has been scanning 
the quarterly reports of these cus- 
tomers as they appear on the financial 
pages, and likewise he studies the 
statements and operating reports 
which they make to his bank. In 
general, they are pretty sour. 


HEN the first of October rolls 

around, he looks over the state- 
ments of these six companies for the first 
three-quarters of 1932. The first five 
show losses, and still more losses. The 
sixth, a comparative unknown, shows 
a profit—or perhaps only a_ small, 
unimportant loss. When it comes to 
making up his mind about the credit 
of this sixth leather company, the 
loaning officer has a very real mental 
obstacle to hurdle. He knows that the 
leather business is poor nowadays. 
Perhaps he poignantly recalls a leather 
company failure in which his bank lost 
heavily —and for which he heard some 
harsh words from the men above him. 
He therefore has a great deal of 
difficulty in seeing the merit of this 
sixth company’s loan request —even 
though it is backed up by a more alert, 


more competent management than 
any company in the industry. 

His mouth just naturally forms 
‘“‘No” as soon as the question of a 
leather loan arises. To reverse the old 
saying, he can’t see the tree for the 
woods. And if his judgment is really 
wrong—wrong enough so that some 
other, more open-minded banker sees 
the merit in a loan to Company number 
six—then he loses the account, and 
with it the leavening effect of one 
really good leather loan in a rather 
soggy batch of five slow ones. 

There, in specific shape, is the 
problem and the opportunity presented 
by this rapidly changing set-up of 
business today. For the banker who 
has the account, and who cannot 
easily get himself over the mental 
hurdle presented by the troubles of the 
industry, it is a serious problem. For 
the banker sufficiently alert to pick out 
the companies which are comers 
despite a depressed industry, it is a 
major opportunity. 

We, as bankers, must constantly 
keep before us this primary fact about 
depressions in general: Out of each 
depression emerge some companies in 
positions of leadership, simply because 
they can do better jobs than their 
competitors in adverse times. The 
man who can make progress while the 
other fellow is losing ground is making 
double progress. He thus gets a 


headstart which his competitor cannot 




















Five 
overcome until, perhaps, another 
depression and a shift of management 
gives him the chance. Actually, such 
a time as we have been passing through 
does not bear down equally on all com- 
panies in a given line. And those who 
can make the progress in times like 
these are the valuable banking cus- 
tomers of the future. Any banker 
would rather have them on his books 
than the customers who were top- 
notchers in the past but who today are 
slipping badly. 

After three years of travail we are 
seeing many favorable factors of busi- 
ness. There are still unfavorable 
factors, and we may still be some 
distance from the end of the depres- 
sion. But at least it seems likely, with 
the change in public sentiment, that 
we have passed the depths of panic 
and are on the way up. I leave for 
some prophet of greater temerity a 
forecast of how many subsequent dips 
will occur before we reattain a general 
prosperity. If we are on the way out 
of the depths, though, we may rather 
safely count on the man who today is 
making money against his competitors’ 
losses as the man who will be a real 
money-maker for himself and for his 
bank when times are really better. 

This, then, is the time when it pays 
the banker to differentiate shrewdly 
between the comers and the has-beens. 
It is the time when we can least afford 
to fall into a gloomy pessimism about all 
customers and all indus- 
tries. For the banker who 
picks the comers and earns 
their regard is laying for 
his institution the soundest 
kind of foundation for the 
better times which are 
somewhere ahead. Inci- 
dentally, he is getting the 
kind of business which will 
prove most profitable right 
now. He is likewise helping 
the country to regain a more 
prosperous economic level. 

To phrase it another way, 
a major job of the banker 
with a sound institution is 
to sort the sheep from the 
goats. Now, of all times 
within the memory of most 
living bankers, is the one 
time when he wants to be 
sure that he picks all the 
sheep. By way of warning, 
let me remind you that for 
the past years goats have 
been so numerous that many 
bankers see goats’ horns 
sprouting on practically all 
who apply for aloan. And 
an hallucination of an all- 
goat world is the hallucina- 
tion which most surely 
entitles a banker to move 
into an institution of quite 
another sort than a bank! 
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est of Centralized Control 


ERHAPS this is as good a time as 
Pry to inquire into the reasons 

why some banks are still banks and 
others are only hyphens in some recent 
merger. The big banks that came 
through the depression unsinged — 
whence came their wisdom and their 
strength? Whence the brilliant leader- 
ship that enabled them to withstand 
the panic while thousands fell on their 
right side and plenty had stickers 
pasted on their doors on the left? 

Doubtless when the roll is called up 
yonder and credit given for good judg- 
ment and stability, it will be found 
that the lucky banks had a definite 
course and adhered to it. They didn’t 
over-expand; they didn’t spread them- 
selves too thin; they didn’t waste time 
doing things because other folks were 
doing them. Perhaps luck played their 
hand for them, or perhaps conservative 
management counted, or perhaps it 
was a matter of organization and man 
power and system. But we ought to 
know. 

Just as an example, take the 
National Shawmut Bank of Boston. 
It took advantages of its natural 
opportunities. It developed a definite 
policy. One feature of this policy was 
a complete centralization, and the bank 
made the most of that idea. 

Happily, National Shawmut began 
inquiring into the whys and where- 
fores of its organization some years 
before times got tough. There was a 
reason for that, of course. New Eng- 
land and particularly Boston had 
their depression some years ago: a 
depression that was a sort of a dress 
rehearsal for the real thing that fol- 
lowed in 1929-1932. Women were 
wearing fewer cotton clothes; rayon 
was being made in amazing quantities 
and at amazing prices; the need for 
lower costs was forcing New England 
cotton mills to move south where they 
could benefit by cheaper labor, longer 
daylight hours, lower taxes, free 
water, etc. 

This exodus of manufacturing meant 
hardship for New England. Banks 
and individuals and industries depend- 
ent upon cotton took it on the chin. 
Stocks that had been unquestioned for 
generations could no longer pass the 
scrutiny of a loans committee. Hard 
times hit New England. 

It was then that National Shawmut 
recognized the need for getting its 
house in good order. It found it had 
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to lower costs and improve its service. 
There was less leeway for guesswork 
and indifference. A new order was on 
the way. 

National Shawmut was an old bank, 
and a successful one. But even success- 
ful methods can be improved. So it 
went to work on itself to look for flaws 
and weaknesses. Instead of quietly 
assuming that everything was perfect, 
it went to some pains to develop an 
outside viewpoint on its own working 
methods. What, it demanded, is the 
ideal way to operate a bank? 

The bank had twelve branches, ten 
of them fairly small, two of them large. 
It had grown up with all the control at 
headquarters, but with much of the 
routine work handled in a home-made 
sort of way. Was this the best method 
of operating a bank? it asked of its 
own Officials. How were other banks 
handling their affairs? 

So they visited large branch banks 
in Cleveland, Chicago and other cities 
and found many differences. But 
they saw no reason for de-centralizing. 
Probably the uniqueness of Boston is 
one reason. 

Boston, you may recall, is a small 
city in area. Boston proper includes 
only that territory between the harbor 
and the Charles River. Somerville, 


Cambridge, Brookline, the Newtons 
and many of the suburbs are separate 
municipalities. So National Shaw- 
mut’s twelve branches, which are 
limited by law to Boston proper, are 
thereby restricted to a very few square 
miles. Messengers visit many of the 
branches on foot! It’s quicker than 
trying to get around in acar. Some of 
these branches—most of them, in 
fact—are located where space is not 
available for complete unit banks. 


BUT of course, even though their 

general idea of centralized control 
proved to be all right, there were ways 
and ways of modifying said centralized 
control. They found some habits of 
years which, compared with the usual 
bank practice, could be discarded. They 
found reports that were set up twelve 
or fifteen years back that no one any 
longer read or needed. They found a 
lot of expensive customs, and a duplica- 
tion of work, and some lack of: co- 
ordination. 

And so, having centralized control at 
their disposal, they made the most of it. 
Some jobs were being done in a variety 
of ways, because any man in a job 
develops little kinks and ways of doing 
things to suit himself. If he doesn’t 
see the man to whom his work is 
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routed next, he is apt to disregard that 
man’s convenience if it conflicts with 
his own. But put both men together 
in the same room and you’re bound to 
achieve harmony. 

Surprisingly enough, the closer they 
drew things together, the more har- 
monious the work became. And the 
more efficient. 

Would you believe they found 2,700 
forms that were not needed—and 
scrapped all of them? Out of 3,600 
forms they now have fewer than 1,000. 
And that proves to be enough. 

Would you believe that in the palmy 
days of early 1929, when every business 
was demanding more space and more 
men, National Shawmut released many 
employees that were doing duplicated 
or unnecessary work? 

Would you believe that, with twelve 
branches all sending their deposits to 
headquarters for handling, the book- 
keepers often close their desks for the 
day at 3:30 or soon after —half an hour 
after the tellers end their official day? 


OME one could write a book about 

those 2,700 forms that were sent to 
the graveyard. Picture the ingenuity 
that was able to make one form do the 
work of two, or two replace the tedious 
paper-work of a dozen former reports. 
Many of-the forms trimmed out thus 
ruthlessly were well-nigh indispensable 
to the operation of the bank as it had 
been conducted in the past. Was it 
wise or safe to make such drastic 
changes so rapidly, some department 
heads inquired. But be it said to their 
credit that the very ones who worried 
the most over these changes were the 
first to pronounce the success of the 
new program of simplification when 
things got really under way. 

The idea was to strip the bank for 
action and to get organized so that it 
could weather any kind of storm with- 
out laying off trusted hands. This 
foresight proved prophetic. National 
Shawmut came through the depression 
with hardly a ripple and without 
having to drop more than a few em- 
ployees from its rolls when jobs were 
scarce. And that is something to 
boast about. 

Along with other changes, they drew 
all the bookkeeping, all the loans, all 
the files, all clerical work, into the 
main office. 

The twelve branches are practically 
only extensions of the receiving lines in 
the main office itself. What the 
tellers take in for deposit comes to 
headquarters for entry. There is only 
one clearing of checks—not thirteen. 
There is only one transit letter —not 
thirteen. There is only one crew of 
bookkeepers—not one big crew and 
twelve little crews. 

“But,” you ask, “they must give a 
branch something. It’s cashing checks. 
It’s giving out change. It must 


have some money 
and some files. 
How about signa- 
ture cards? How 
about cash in the 
branches?” 

Each branch has 
its own vault and 
keeps its cash until 
periodic pickups 
are made in, an 
armored truck, 
money being 
trucked direct to 
the Federal Re- 
serve. Each 
branch keeps only 
its till cash on 
hand. There is no 
shifting of funds 
from branch to 
headquarters or 
headquarters to 
branch. The de- 
posit slips go in, 
and the checks, 
but not the cash. 

For cashing 
checks, National 
Shawmut used to 
have duplicate files 
of all depositors’ 
signatures in each 
of its branches. 
You could instantly get your check 
cashed at the main office or at any 
branch, whether they knew you or not. 
If any question arose, there was an 
intricate system of communication 
between branches and the bookkeep- 
ing room so that the balance of any 
doubtful account could be verified if 
desired. It was all very convenient 
and excellent except for one thing: the 
public didn’t require that much service. 

People didn’t roam all over town, 
cashing checks at strange branches, 
they found. So now, when a new 
depositor opens an account, they ask 
him which branches he expects to 
patronize, and furnish his signature to 
those branches only. 

And yet, even so, a depositor’s check 
will be honored in any branch, and 
here’s the reason. National Shawmut 
is swinging over to identification cards, 
such as a hotel uses for cashing checks 
of its guests. These identification 
cards are made so as not to be too 
easily copied. They are simple and 
quick to use, and people like them. 

This change, of course, simplifies 
work even more at the tellers’ windows 
and reduces the number of files and 
the space needed at each branch. 

All the records a teller needs to make 
out are a simple listing of checks, the 
same as in any bank. 

“But suppose the bank messenger 
loses a satchelful of checks; how can 
you trace your loss?’ you probably 
question. The query has been put 
before, and they’re used to it. 
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Identified by card (actual size)—front for the depositor’s signature, 


reverse for the bank’s 


Their answer is, what happens in any 
bank when a transit letter gets lost? 
They had a case of that once them- 
selves, when an airplane burned up 
with several hundred of their items on 
board. Tracing those items was a 
real job, but they only had to charge 
off a very few that couldn’t be found 
and collected. With the transit depart- 
ment of National Shawmut as efficient 
as it is today, following up a lost 
transit letter would be an inconven- 
ience but hardly a catastrophe. 

As for a bank messenger losing some 
checks, there’s always that danger, 
just as there is the danger of your 
house burning down tonight while you 
are asleep. But that, they remind you, 
is one of the hazards of business and, 
comparatively speaking, is not a large 
hazard. So centralization does not, 
apparently, increase the risks of doing 
business. 

One question which any inquiring 
visitor is certain to ask is, How does a 
teller verify a balance when he is 
doubtful about cashing a check? 

This is easily answered. The teller 
phones the bookkeepers at the main 
office. He asks, if the check is very 
large, whether the balance is sufficient 
to cover that withdrawal. If necessary 
this information can be flashed back 
very quickly, while the customer is 
waiting. Usually, however, the teller 
feels safe in paying out the money and 
then putting a stop on the customer’s 
account for that amount. 

The teller phones the bookkeeping 


(Continued on page 18) 
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CR ecorganization 


of Real Estate Properties 


HILE the 
estate financing still litters the 
investment field, some progress, 


wreckage of real 


nevertheless, is being made toward 
clearing away the debris. Salvage 
crews have been at work for more than 
a year and are beginning to bring some 
order out of the chaos. The machinery 
—much of it new and untried —has 
been set up and, with continual adjust- 
ment, is working well, if slowly. In 
the course of the next several years the 
job should be completed. 

While it is doubtful whether real 
estate values have suffered to any 
greater extent than the values of other 
securities, the investor in real estate 
bonds is at somewhat of a disadvantage 
in not being able to determine, even 
after three years, what his position 
actually is. The holder of listed stocks 
and bonds, if he was not wiped out 
entirely in the collapse of 1929 and the 
long decline that followed, at least can 
determine the value of what he has 
left by consulting the daily quotations 
on the financial page of any newspaper. 
The holder of real estate bonds, how- 
ever, is still struggling through a maze 
of receiverships, trustees’ sales, fore- 
closure proceedings, protective com- 
mittees and the like. And added to 
these difficulties is that of not being 
able to obtain any definite quotations 


on his securities—in most cases not 
even a nominal bid. 
The reorganization of real estate 


properties in difficulty is, in itself, a 


cy Paul P. Pullen 


Chicago Title and Trust Company 


complicated matter. This is especially 
true in these times, when there is 
practically no mortgage money avail- 
able, when banks, trust companies, 
insurance companies, estates, institu- 
tions and individuals are almost 
entirely out of the market. In normal 
times there have always been groups 
of bargain hunters, who appeared at 
foreclosure sales ready to bid in desir- 
able properties, or who could be relied 
upon to furnish the money to the 
mortgagees who themselves purchased 
the properties. Now this support is 
almost entirely lacking. 

The situation would be less difficult 
were the mortgagees individual holders. 
In that case the money lender, by due 
legal process, such as foreclosure, would 
become the owner and operator of the 
property and select his own manage- 
ment. But in the majority of cases 
the lenders constitute a group made up 
of hundreds of bondholders, widely 
scattered geographically, each one 
owning on an average about $800 of 
bonds out of a total issue of from 
$25,000 to several million dollars of 
bonds on the property. 

A default having occurred in this 
situation of diffused ownership of 
securities on a given property, the 
trustee of the bond issue may institute 
foreclosure proceedings, assume con- 


trol, and collect rents directly or 
through a receiver. In most cases, 
however, the trustee cannot, or will 
not, assume to bid in the property at 
the foreclosure sale and effect a 
reorganization. ‘There may be a lack 
of such power in the trust deed, but 
even given such power, trustees are 
reluctant to assume these responsibil- 
ities for scattered bondholders with 
whom they are unacquainted. Hence 
bondholders’ protective committees 
are formed in order to concentrate 
bondholder representation in a small 
group. This committee, together with 
the trustee, the depositary and the 
court, constitute the machinery for the 
reorganization of the property. 


E now come to the stage at which 

title is to be vested in some new en- 
lity representative of the bondholders. 
Who shall hold that title? What 
evidence of his new interest will the 
former bondholder receive? How will 
these fractional interests be sold or 
negotiated? Who will do the necessary 
financing? Who will manage the 
reorganized properties? 

At the foreclosure sale, title to the 
property passes from the former owner 
and may be taken (1) by an individual, 
(2) by a corporation, or (3) by a 
corporate trustee. The limitations ol 
an individual as a title holder are 
readily apparent: he may die during 


his incumbency, become disabled or 
mentally incapacitated; he may become 
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involved in domestic difficulties; he 
may move away; he may become 
insolvent; judgments may be filed 
against him. The occurrence of any 
of these contingencies would seriously 
hamper the work of reorganization. 

The second possibility as a title 
holder is a new corporation, to be 
organized by the protective committee, 
the stock to be distributed among the 
former bondholders in proportion to 
their investments. In case the re- 
organization plans involve the reten- 
tion in the picture of the former equity 
owner and junior lienholders, their 
interest may be represented by issu- 
ance of different classes of stock, such 
as “A” stock and “B” stock, sub- 
ordinate to that issued to the former 
bondholders. 

Even a corporation has its disad- 
vantages, however. The costs of 
incorporation, including legal fees and 
other necessary charges, are consider- 
able. Itis necessary to elect and main- 
tain a board of directors and a staff 
of officers, to open headquarters, and 
engage and pay clerical help. In addi- 
tion, there is the annual franchise or 
capital stock tax and the federal 
income tax imposed on the net income 
of corporations. 

Then there is the necessity of mak- 
ing complete and detailed reports to 
the secretary of state, the preparation 
of financial statements, reports of real 
estate valuation, the number and 
amount of liens, and the holding of 
stockholders’ and directors’ meetings 
at stated intervals. 

In some states, furthermore, the 
question arises as to the right of the 
corporation to sell, lease, encumber, or 
trade in real estate. In Illinois the 
laws are especially restrictive as to 
building corporations. 

But the greatest difficulty of all, in 
the case of a corporation, is that one of 
the chief purposes of reorganization — 
viz., centralization of management and 
disposition of the property—is not 
accomplished. It must be remembered 
that the new stockholders are invol- 
untary owners; they went in as secured 
creditors and emerged as title holders. 
They are not very well pleased with 
their new status. The object of the 
reorganization is to put the real estate 
in such shape that it can be disposed 
of as soon as possible to the best 
advantage. The operation of the 
property in the meantime is merely 
incidental to the real purpose of the 
plan. 

If a corporation is organized, it will 


TENANTS 





be necessary to pool the stock in a 
voting trust in order to effect the 
necessary centralization. Thus we 
have a trust superimposed on. a cor- 
poration. Obviously, if we can dis- 
pense with the corporation and retain 
the trust, we shall have the same 
degree of centralization without the 
attendant expense. 


THis brings us to the third method of 

reorganization, the liquidating land 
trust. Under this plan title to the 
property, either at foreclosure sale or 
by agreement with the former equity 
owner, is taken by a corporate trustee. 
A trust agreement is executed between 
the trust company, on the one hand, 


and the protective committee on 
behalf of the bondholders, on the 
other. This trust agreement provides 


that instead of the interests of the 
former bondholders being in the real 
esi:te, their interests are in the earn- 
ings, avails and proceeds of the 
property, and, as such, become person- 
alty. The share of each participant 
in the trust is evidenced by a certificate 
of beneficial interest issued by the 
trustee. These certificates are some- 
what analogous, in effect, to stock 
certificates of a corporation. They may 
be assigned, bought, sold, or pledged 
as collateral to a loan; at the death of 
the holder they pass to his estate as 
personal property. 

As to management of the property 
during reorganization, the new owners 
have a choice of three methods or 
systems. The corporate trustee may 
merely hold legal title to the property, 
and the management may rest entirely 
with a board of managers, usually 
three in number. They, or their 
agents, collect the rents, pay the 
expenses, and turn over the net income 
to the corporate trustee for distribu- 
tion to the certificate holders. 

Under the second type the corporate 
trustee operates and manages the 
property under the direction of the 
board of managers. The trustee col- 
lects the rents, pays the expenses, does 
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all the bookkeeping and distributes 
the net income, all on the order of the 
board of managers. This system of 
management was evolved to meet a 
popular demand on the part of the 
protective committees who desire 
either to control the property or to 
assure the certificate holders of their 
power of controlling it, without the 
responsibilities of actual operation and 
management. 

The third method of operation, 
sometimes called the “Pure Trust,”’ 
gives to the corporate trustee entire 
operation, management and control 
of the property for the benefit of the 
certificate holders. Indications are 
that this will be the form most used in 
the reorganization of real estate prop- 
erties in difficulty henceforth. The 
certificate holders like to feel that the 
management is in the hands of a 
responsible trust company which is 
thoroughly familiar with trust prob- 
lems and that the detail work is 
carried on by a complete and perma- 
nent organization experienced in the 
handling of just such matters. In 
depositing their bonds and agreeing 
to reorganization plans, most bond- 
holders did so because they had con- 
fidence in the trustee, and they prefer 
to continue this arrangement rather 
than to trust their affairs to a board of 
individuals. 


But perhaps the greatest advantage 

of the ‘‘Pure Trust” type of manage- 
ment, and one which undoubtedly 
appeals to bondholders, is that the 
corporate trustee furnishes one central, 
permanent place for bondholders to go 
to obtain information and _ transact 
business. This is not offered under the 
board of managers plan unless offices 
are leased and a staff maintained there. 
This means additional expense. It is 
safe to say that in Illinois, at least, 
where the land trust has been brought 
to its highest state of efficiency, the 
great process of reorganizing and 
liquidating distressed real estate prop- 
erties will be carried forward by means 
of this trust method. 

The greatest single factor delaying 
the progress of reorganization un- 
doubtedly is the almost complete 
absence of mortgage money. Not 
particularly the money necessary to 
refinance the entire property and pay 
back to the former bondholders a 
large portion of their investment — 
this is not to be expected for years to 
come —but I refer to the comparatively 
small amounts necessary to clear the 


(Continued on page 25) 
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Status of the Tax Legislation 


The Probabilities of Revisions and 
Amendments Depend Largely Upon 
the Complexion of the Administration 


NOTHER revision of revenue 
A laws is looming up in the not 
distant future. 

While the revenue act of 1932, 
approved on June 6 last, has barely 
commenced to operate, there is no 
question but that Congress will under- 
take another overhauling of the basic 
provisions of the taxing system at the 
earliest feasible opportunity. 

Quite likely the time may be too 
short to do anything of a major 
character at the coming session which 
convenes on December 5 and ends on 
March 4. Undoubtedly there will be 
considerable discussion of the subject 
and perhaps the enactment of some 
emergency amendments. Unless the 
administration strongly urges some- 
thing of a more extensive nature, the 
disposition will be to put off a general re- 
vision until the new Congress comes in. 

Whether President Hoover or Gov- 
ernor Franklin D. Roosevelt, his 
Democratic opponent, is to occupy the 
White House after March 4, economic 
conditions are likely to make a special 
session of the new Congress desirable 
as early as April or May. The calling 
of such a session undoubtedly would 
mean an early start toward the enact- 
ment of a new revenue law. 

One reason why consideration of a 
new revenue measure is likely to be 
deferred until the Congress elected in 
November convenes is that there will 
be no adequate test of the workings of 
the increased income tax rates of the 
1932 act until taxpayers report on 
their earnings of the calendar year 
1932, on March 15, 1933. The new 
income taxes are effective on 1932 
earnings. Undoubtedly under existing 
conditions the March returns will not 
give a clear idea of what may be 
expected in future years when there is 
an improved business situation. The 
computing of taxes under greatly 
increased rates in any event furnish a 
reaction from the public which will be 
translated into demands for amend- 
ments. It will be possible also for the 
experts to gain some idea as to the 
technical effect of rates in the different 
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brackets and of the administrative 
provisions of the law. 

The emergency may not be great 
enough to force final enactment of a 
new law next spring. A bill might be 
passed in the House before Congress 
adjourns for the summer, considera- 
tion in the Senate being deferred until 
the long session of the winter of 1933- 
34. The important thing will be for 
Congress to complete the enactment 
before July 1, 1934, when the special 
excise taxes of the 1932 act expire. 
The income tax provisions of the new 
law are theoretically of a permanent 
nature. 

Whether the next revenue act be- 
comes effective much in advance of 
July 1, 1934, is contingent in large 
measure upon the strength of the 
movement for the substitution of a 
manufacturers’ sales tax for the various 
miscellaneous excise taxes now in 
effect. There is already sentiment for 
the approval of such a tax at the 
earliest possible date, even in advance 
of the expiration of the time for the 
operation of the special levies as fixed 
in the law. If a movement of this 
nature fails to gain sufficient headway, 
the issue is fairly certain to come to a 
head shortly before the July 1, 1934, 
date. The reason for this will be that 
revenues from income taxes and from 
other taxes of a permanent character 
will not be sufficient without either a 
continuation of the special excise taxes 
of the 1932 act or the substitution of a 
sales tax. While the present income 
taxes might ultimately close the gap 
between revenues and expenditures, 
there would by July 1, 1934, be only 
such returns as would be based upon 
earnings of the calendar year 1933. 
While business conditions in 1933 
should show a considerable improve- 
ment over 1932, there is no present 
reason to believe that industry will 
produce profits sufficient to run their 
tax payments up to anything like the 
level which prevailed in the years just 
previous to the 1929 stock market 
crash. Even the much higher rates 
and lower exemptions of the present 


law cannot be expected to raise as 
much revenue as came in during the 
years when pros- 
perity was atits Tt | 
peak. . 
The first re- 
turns from the 
new excise taxes, 
which became 
effective for the 
most part on 
June 21, fifteen 
days following 
the enactment 
of the law, have 
been disappoint- 
ing. Taking into 
consideration 
such factors as 
the storing up of 
large stocks of 
tax-free goods in 
anticipation of the enactment of the 
law and the difficulty of basing 
annual revenues from those of any 
single month, it cannot be determined 
as yet how far short of the official 
estimates the actual yield for the fiscal 
year 1933 will be. It was estimated at 
the time of the enactment of the law 
that the revenue from the new and 
increased taxes would be $1,118,000,- 
000, including $160,000,000 from the 
higher postal rates. If the revenue for 
the months of August and September 
are any criterion the actual yield will 
be considerably less than that. 
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‘THE two-cent bank check tax, one of 

the most productive of any of the 
special taxes, was estimated to yield 
$78,000,000 annually. The August 
collections, which represented opera- 
tions of the month of July, reports 
being made by the banks to the 
internal revenue bureau following the 
end of each calendar month, amounted 
to $3,364,251.06. If August was an 
average month, the yield for a year 
would be only a little more than 
$40,000,000. Probably there was 4 
greater disposition to avoid the use of 
checks in the early weeks of the 
operation of the tax than will be the 
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case hereafter. On the other hand, it 
is possible that the application of 
the tax may lead to a shifting of 
methods of withdrawing funds from 
banks with a view to holding taxable 
checks to a minimum. Until a few 
more months have gone by, the 
Treasury will find it difficult to make 
accurate estimates as to the revenue 
which may be expected. 

Another important tax is that on 
gasoline which at one cent per gallon 
was estimated to yield $150,000,000 
annually. The actual revenue from 
this tax in August was $8,944,875.38. 
This is on an annual basis of a little 
more than $107,000,000. 

Treasury officials thought that the 
tax on brewers’ wort, malt syrup and 
grape concentrates would bring in 
$82,000,000 annually. The revenue 
for August was only $356,217.20 or on 
an annual basis of only about $4,272,- 
000. 

The tax of one cent per ten cents on 
admissions over forty cents was esti- 
mated to yield $42,000,000 annually. 
The revenue for August was only 
$1,117,478.93 or on an annual basis of 
only about $13,400,000. 

The tax on lubricating oil of 4 cents 
per gallon was estimated to yield 
$33,000,000. The revenue for August 
was only $822,775.50 or on an annual 
basis of only $9,872,400. 

The taxes hitting the automobile 
industry other than those on gasoline 
and oil were estimated to yield $33,- 
000,000 on tires and tubes, $32,000,000 
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on automobiles, $3,000,000 on trucks 
and $7,000,000 on parts and acces- 
sories. The revenue for August in- 
cluded $1,587,732.99 from tires and 
tubes, $866,655.64 from automobiles, 
$101,343.91 and $224,241 from parts 
and accessories, all of these items 
representing a monthly average far 
below the estimates. 


HE Treasury Department has had 

its hands full in the administration of 
the new taxes. The bank check tax 
has presented an unusual number of 
questions requiring legal interpreta- 
tion. Despite difficulties Treasury 
officials believe the system of collection 
by the banks from the accounts of 
depositors is much preferable to a 
stamp tax. The bank check tax was 
one of the pet proposals of the Treasury 
and is likely to continue in its revenue 
raising program so long as it is the 
policy to rely upon a number of mis- 
cellaneous taxes. 

The criticisms of the bank check 
tax by bankers and depositors form 
one of the elements entering into the 
movement for the substitution of some 
form of general sales tax, preferably a 
manufacturers’ tax. Also contributing 
to the steadily developing momentum 
of the movement for a sales tax are 
the complaints of the automobile, 
radio, toilet goods and other industries 
affected by the excise taxes. There also 
are grievances from the oil industry 
and from those affected by the con- 
sumers’ tax on electrical energy, from 
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such taxes as those on telephone, tele- 
graph, radio and cable facilities and 
that on theater admissions. 

The cumulative total of the com- 
plaints against the manufacturers’ 
excise taxes which were estimated to 
yield a total of $450,000,000, against 
the miscellaneous taxes such as those 
on checks, admissions and telephone 
and telegraph messages which were 
estimated to yield $152,000,000, and 
the stamp taxes such as those on bond 
and stock issues and transfers and on 
conveyances which were estimated to 
yield $45,000,000 is sufficient to pro- 
duce a rather formidable volume of 
sentiment for a manufacturers’ sales 
tax. 

It is the contention of those hit by 
the special taxes that the singling out 
of their particular industries is dis- 
criminatory and affects them much 
more severely than if they were 
included in a general manufacturers’ 
tax. A general manufacturers’ tax is 
defended on the ground that it 
operates painlessly, that the devices 
incorporated in the suggested provision 
patterned after the Canadian law 
prevent pyramiding, that the addi- 
tional cost to the consumer will be so 
small as not to be noticed and that it 
would prove a sure source of revenue. 

On the other hand, it must be 
recognized that anything bearing the 
name of a sales tax provokes strong 
opposition from such powerful groups 
as agriculture and organized labor. 
From the viewpoint of these groups a 





A dramatic moment when Ogden L. Mills, Secretary of the Treasury, appeared before the Senate finance 
committee last spring to oppose the proposed high taxes on corporations, estates and stock sales 
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sales tax is thoroughly iniquitous 
because it violates the principle of 
ability to pay and is regressive rather 
than progressive in effect, applying 
more severely upon small consumers 
than upon persons with large incomes. 
The opponents of the sales tax see in 
the proposal a device to permit persons 
with large wealth to shift the burden 
of taxation to the rank and file of the 
population, 

While Democratic leaders in the 
Ilouse sponsored the manufacturers’ 
sales tax in the last session, the ten- 
dency of the Democrats generally has 
been to oppose it. <A declaration in 
the Democratic platform in favor of 
taxes based on the principle of ability 
to pay and Governor Roosevelt’s 
interpretation of the plank as meaning 
income and estate taxes, would seem to 
point to rejection of any form of 
general sales tax if the Democrats 
control the administration and Con- 
gress. On the other hand, President 
Iloover has been favorably disposed 
loward a sales tax and Secretary of the 
‘Treasury, Ogden L. Mills, approved 
the 244 per cent manufacturers’ sales 
tax which was reported to the House 
from the ways and means committee 
but defeated on the floor. The sales 
tax which was before the House would 
have raised upwards of $600,000,000 
in revenue, even with food products 
and other necessities exempted. If 
President Iloover is re-elected and the 
Republicans regain control of the 
Ilouse, the prospects of the approval 
of a sales tax by Congress would seem 
to be rather favorable although by no 
means certain. 

Those who are inclined to favor a 
sales tax believe not only that it has 
fewer objections than a varied assort- 
ment of miscellaneous taxes but that 
the experience during the depression 
has proved that it is unwise to lean too 
heavily upon income taxes as the main 
source of revenue. The yield from 
income taxes is less dependable than 
that from either general or special 
sales taxes, being affected to a greater 
extent by adverse business conditions. 
Even assuming that taxes based on the 
principle of ability to pay are desirable, 
the theory is that it is also wise to 
provide a broader tax base through 
sales taxes. 

The shrinkage in income tax receipts 
accounts for nearly half of the $2,885,- 
362,299 deficit of the fiscal year 1932. 
While income taxes brought in $2,331,- 
274,428 in the fiscal year 1929, the 
yield from this source in the fiscal 
year 1932 was only $1,057,335,853. 
Miscellaneous internal revenue fell off 
from $608,770,057 to $503,315,503, 
and customs revenues from $602,820,- 
156 to $327,752, 391. There was also 
a decrease in miscellaneous receipts 
and the European debt moratorium 
meant a loss of a quarter of a billion. 


Before the adoption of the income 
tax amendment to the constitution in 
1913, customs duties and taxes on 
whiskey and tobacco and other miscel- 
laneous levies brought in sufficient 
revenue to meet all expenditures which 
up to that time never had reached a 
billion dollars. The development of 
the income tax system was coincident 
with the sudden increase in expendi- 
tures during the war. In the fiscal 
year 1918 income taxes brought in 
about 68 per cent of all ordinary 
revenues. In 1921 the total was about 
58 per cent. In 1923 as a result of the 
1921 depression the percentage fell 
to 44 per cent. In 1928 it was 56 per 
cent. In 1932 it dropped to less than 
50 per cent and the total income tax 
revenue was only a little more than 
20 per cent of expenditures. 


[NCOME tax rates will of course 

precipitate a controversy when the 
next revenue law revision is under- 
taken. The radical group will wish to 
lighten the burden of the small tax- 
payer and increase that of the large 
taxpayer. Others will seek to scale 
down the higher brackets as well as 
those affecting small taxpayers. 

In the 1932 act exemptions were 
reduced from $3,500 for married per- 
sons and $1,500 for single persons to 
$2,500 and $1,000 respectively. Nor- 
mal rates on individual incomes were 
increased from 1% per cent on the 
first $4,000 of net income, 3 per cent 
on the next $4,000 and 5 per cent on 
the portion above that to 4 per cent 
on the first $4,000 and 8 per cent on all 
above $4,000. Surtaxes, which had 


commenced at 1 per cent at $10,000 
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and ranged to 20 per cent above 
$100,000, were started in the new law 
at 1 per cent at $6,000 and ascended 
to 55 per cent above $1,000,000. 

The normal tax rates are now the 
same as during the latter part of the 
war and up to the time of the 1924 act 
but surtax rates are not so high, a 
maximum of 65 per cent having pre- 
vailed from 1918 to 1921. 

The tax on corporation earnings was 
increased in the 1932 act from 12 to 
1334 per cent. This is the heaviest 
burden on the corporations since the 
repeal of the excess profits tax of war- 
time in the first postwar revision of 
1921. Business interests will urge a 
reduction in the rate. 

The increased individual income tax 
rates are estimated to yield $178,000,- 
000 additional and the higher corpora- 
tion income tax $41,000,000 additional. 
The new revenue under the high rates 
would of course reach enormous totals 
if individuals and corporations were 
reporting profits on any such a basis 
as in 1928 and 1929. 

Estate tax rates also will cause much 
discussion in the next revenue law 
revision. In the 1932 act the maxi- 
mum rate was increased from 20 to 
45 per cent and the exemption reduced 
from $100,000 to $50,000. The highest 
bracket applies above $10,000,000. 
The previous high bracket of 20 per 
cent was effective at the same point. 
It means a tremendous increase in the 
tax burden on the larger estates. The 
amount by which the new tax exceeds 
the former tax is a supertax which goes 
only to the federal government, the 
credit allowed for inheritance taxes 
paid to the states remaining in effect 
only for the amount equivalent to the 
tax under the former law. 

The higher estate tax rates were 
sponsored by the more radical members 
of Congress in line with the avowed 
purpose to bring about a re-distribu- 
tion of wealth through the power ol 
taxation. Treasury officials pointed 
out that no revenue from the higher 
rates could be expected during the 
fiscal year of 1933. While the higher 
rates were effective with the passage 
of the act, a year’s time is allowed for 
the filing of an estate tax return follow- 
ing a death and it is possible thereafter 
to obtain extensions of time for pay- 
ments. 

The estate tax produced $47,422, 313 
in the fiscal year 1932. Ten years ago 
when a 25 per cent maximum rate 
applied and there was no credit for 
taxes paid to the states, revenues from 
this source exceeded $100,000,000. 
The sponsors of the new high estate 
tax rates originally claimed that they 
might yield a total of upwards of half 
a billion dollars but this was said by 
Treasury officials to be greatly in 
excess of anything that may be 
expected. 
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ow to Make Safekeeping Pay 


N the good old days, so 

called, it was not uncom- 

mon for bank or trust 
company to accept from a 
customer a bond for safe- 
keeping, collect the interest 
when due, distribute it each 
time, painstakingly, accord- 
ing to instructions received, 
sending $10 to Jane, $7.50 
to Peter, $3 to Grandma, 
and so on; and get in return 
nothing but a sense of a good 
deed well done, not to say a 
pain in the neck. “Safe- 
keeping’ of securities, and 
of other valuables, for cus- 
tomers too often began as 
an accommodation and grew into a 
nuisance. 

Banks and trust companies have 
changed all that since they got to read- 
ing their Bibles and took to heart that 
the laborer is worthy of his hire. Now 
they will see to it that Jane gets her 
ten dollars and Grandma her three, 
that the family silverware is stored 
and protected during the vacation at 
the lake, as well as the collection of 
stones and shells from the old country, 
Grandad’s trunk of curios amassed in 
his life as a sailor on the bounding main 
and Uncle Hiram’s all but completed 
perpetual-motion device; but they will 
see to it for a charge that pays for the 
service. 

Provision for safekeeping of cus- 
tomer property apart from safe deposit 
boxes extends to securities of various 
kinds and to other effects usually of 
greater bulk, as plate, jewelry, books, 
pictures, medals, diplomas, and such 
like, presented in trunks, chests, suit 
cases, leather bags, canvas sacks and 
paper parcels. 

In Minneapolis and Saint Paul, an 
approach has been made toward uni- 
form charges for safekeeping of, and 
servicing, customers’ securities through 
a joint clearing house rule, in force for 
several years. The rule prescribes 
Minimum annual rates and applies to 
all members of the clearing house in 
either city and to other institutions 


© Keystone ? . 
Strange interlude in the vault, beside the twenty-ton door, of the Granite 


using its facilities. These charges, 
payable quarterly, are: 
On mortgages, bonds, notes and 


similar obligations: $1 per thousand 


Trust Company, 


By Thomas J. Malone 





on the first $1,000,000 and 75 cents per 
thousand in excess of that; 

On stocks: 50 cents per $1,000, par 
value, and 5 cents per share on no-par 
stock. 

The charge in each quarter is one- 
fourth the per-annum charge on the 
maximum amount of securities held 
at any time during the previous three- 
month period. The rule stipulates that 
when charges of $375 to one firm, 
individual, corporation or bank are 
made in one quarterly period, further 
charges for such period shall be dis- 
cretionary; that charges to charitable 
organizations shall be discretionary, 
but at least one-half of the regular 
charge; that securities sold to cus- 
tomers may be kept six months free; 
and that a charge to city customers 
having up to $1,000 of securities shall 
be discretionary. 


[N practice, the prescribed minimum 

rates prevail generally. Rates for 
vault storage of other effects outside 
safe deposit boxes are discretionary 
and may vary with the institution, 
being governed by competition and the 
desirability of the kind of business 
offered. 

If one asks at the First Minneapolis 
Trust Company regarding the nature 
of the safekeeping activity, one will 
meet early in the inquiry Lambert H. 
Rouse of the trust department on the 
main floor and Carroll Brown, manager 
of the safe deposit department, on the 
basement floor. Mr. Rouse will tell 
about the company’s custodian service. 


Quincy, Massachusetts—making up for the 
Decennial Pageant of the Flags’ recently staged in the main banking room 


which is extended to securi- 
ties, and Mr. Brown about 
the storage of property in 
vault space other than de- 
posit boxes. 

The custodian service cares 
for customer bonds, stocks 
and mortgages, depositing 
them in the company vault 
where they are protected 
against fire and theft and 
are covered by company in- 
surance. According to Mr. 
Rouse, the range of users 
is by no means limited to 
the well-to-do; it includes 
small restaurant’ keepers, 
thrifty folk of many kinds, 
even scrubwomen, who are given to 
spending less than they earn. 

Besides the essentials of safety, 
privacy and protection, the custodian 
service offers, one is told, still another 
thing of value—attention. It clips 
coupons, presents them for payment, 
sees to the redemption of called bonds. 
It prevents loss of interest which might 
result from neglect or delay on the 
part of the owner in turning in coupons 
when due. Are there not millions of 
dollars in the United States treasury 
representing overdue and unclaimed 
interest on Liberty Loan bonds and 
principal of called bonds? 

Acting as the customer’s agent, the 
trust department deposits his securities 
in its vault, giving him a receipt, looks 
to collection of income and principal 
as due, remits to him wherever he may 
be or credits his bank account, takes 
advantage of stock subscription rights 
and conversion privileges, invests or 
reinvests funds with or without the 
customer’s instruction, as he prefers, 
and does about everything else neces- 
sary to proper care of the securities. 
“The control is yours,” it says; “the 
care is ours.” 

The larger banks in a city usually 
carry a volume of securities owned by 
country banks, whereas the service of 
trust companies is often largely 
devoted to local customer business. 
Federal Reserve banks offer a safe- 
keeping service for the securities of 
member banks. 

‘“‘We take almost everything in our 
storage vault for safekeeping,” Mr. 


“First 
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Brown says, “‘and do not require a 
declaration of the contents of packages 
other than assurance that they do not 
contain explosives or other objection- 
able material. Clothing and furs 
should not be placed with us. While 
we guarantee against fire and theft, 
we do not claim that the vault is moth- 
proof. 

“The depositor states the value of 
the effects offered, and that is the 
extent of our liability. He can have 
access to the deposit, or withdraw it or 
parts of it, by presenting the receipt, 
or certificate, given him. 

““As to sealing? Ordinarily, we do 
not seal the package on receipt unless 
the depositor requests it. Often he 
seals it himself. But let’s take a look 
at the storage vault.” 

The manager led the way past steel 
doors to a spacious room and, with a 
‘“Massachusetts, there she is’ air, 
invited the observer to behold and 
judge for himself. Trunks and boxes 
occupied the middle of the floor; suit 
cases, bags, telescopes and paper 
parcels were stacked behind wire 
screens along the walls. What was in 
them? 

“We don’t know in any particular 
case, of course,” he commented, “‘but 
we have a general idea of the range. 
The contents are what people think the 
most of. Many of the depositors here 
rent safe boxes but have valuables too 
bulky to put in them. So they come 
here. 


“The charges vary with the kind of 
package. For a trunk, the charge is 
$10 a year and for a suit case, $7.50. 
For periods less than a year, the charge 
is per month, 10 per cent of the yearly 
rate. Customers use our service 
because many of the deposits have 
sentimental or kindred value to the 
owners far above the intrinsic value. 
They may be heirlooms, family an- 
tiques, silver that dates back many 
decades. Customers have brought in 
old sterling tableware, priceless in 
their eyes, because babies of several 
generations had teethed on the spoons 
and tooth marks still showed in the 
soft silver.” 


O? That bit about spoons is of a 

piece with the reluctance of some 
parents to repainting of ivory-enameled 
door jambs that bear the prints of 
baby fingers. 

Deposits in vault storage are subject 
to garnishment, Mr. Brown says, and 
he points out a singular distinction. 
It is that in such safekeeping the 
relation of company and depositor is 
one of the bailor and bailee, whereas 
with a safe box renter the relation is 
more likely, as many contend, to be 
one of landlord and tenant. 

Storage of any deposit may be 
terminated by the company by notice 
after thirty days. Such notice might 
be a solution of a suspicion that a 
certain parcel contained intoxicating 
liquor. Also, the company stipulates 
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that it may sell the deposit to pay 
storage costs if delinquent. 

Some companies, it is said, require, 
before accepting for vault storage, 
that the depositor declare his deposit 
contains no registered or coupon bonds, 
stock certificates, jewelry, money or 
precious stones. 

A Minneapolis bank, interviewed on 
its safekeeping practice, brought out a 
peculiar situation. A customer had 
handed $100 to a teller and taken a 
certificate of deposit. Then he went 
to the safekeeping department and 
asked it to take care of the certificate. 
It refused to do so, seeing no reason 
for giving a receipt for its own receipt. 
Incidentally, said the bank spokes- 
man, if it had accepted the certificate 
for safekeeping, the certificate would 
have been subject to garnishment, 
while not so subject if not in the posses- 
sion of the bank. 

As in commercial and savings ac- 
counts, there are dormant deposits in 
safekeeping departments—a_ Liberty 
bond perhaps, bought in war time by 
some one who went away and never 
came back; an iron-banded box heavy 
enough to contain doubloons or pieces 
of eight; a trunk full of paintings of 
great price or merely old clothes. The 
owners forgot about them, or passed 
out of the picture. They left no heirs, 
had never told any one about the 
deposits. The guardians hang on. 
Somebody, something, may turn up 
sometime. 


The Lighter Side of Banking 


O a ledger keeper looking for a 
difference or a teller searching for 
a shortage, the title of this article will 
appear to be a paradox. At such times 
the air is blue, the outlook gloomy, 
and the whole subject distasteful. 
There is no lighter side to banking. 
Humor however crops up in the 
most unexpected places and banking, 
in common with mothers-in-law and 
traveling salesmen, has been respon- 
sible for not a few more or less facetious 
incidents. Of course, I realize only too 
well that this is no time to even hint 
that such a thing can be. At present, 
to the great majority of people Bank- 
ing, with a very large and sinister 
capital “B,”’ is anathema, and bankers 
are the villains of the piece. Because, 
as is only too well known, they are the 
chief, if not the only cause of the 
depression. In fact there is a general 
feeling that this depression, will never 
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Bank of Montreal, Nanaimo, B. C. 


be ended until all the bankers are 
taken for a ride “Just around the 
corner,” or words to that effect. 

This is getting gloomy, however, and 
we must get back to our subject. That 
there are certain very humorous 
aspects connected with the profession 
of banking cannot be denied. For 
instance, the next time you attend a 
convention of junior bank employees, 
just mention the subject of “salaries” 
and the ensuing laughter will rock the 
building. In fact your reputation as a 
humorist will be made. Whenever 
salaries are mentioned young bankers 
always laugh because they are too 
religious to swear. 

And then consider ‘Holdups.” 
What is more amusing (to the bandits) 
than a really successful holdup? If a 
banker or two get shot during the 
proceedings, it all adds to the fun, 
and when the rest of the staff can be 


locked in the vault the hilarity is at 
its height. It is said that the headline 
“Bandit Bumps Off Banker” is enough 
to send Al Capone into hysterics. 

Or take the case of Frozen Assets. 
To the older school of financiers, men 
of portly aspect and dignified mien, 
what is more ludicrous than the sight 
of a well-frozen Asset sitting coldly 
aloof and frustrating all the efforts of 
a perspiring Banker to thaw it. If by 
some lucky chance the Frozen Asset 
should become petrified and_ turn 
into a Total Loss, then the rest of the 
bankers will probably die laughing. 

It must not be supposed that the 
more junior members of the banking 
fraternity are in any way debarred 
from indulging in the continuous 
round of humor and pleasantry which 
constitutes the average banking day. 
Certainly not. There is for example 


the classical game of ‘‘Hunting the 


(Continued on page 22) 
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ractice for Trust Investment 


An Interview With Dr. Ralph Eastman Badger 


Senior Vice-President, Union Guardian Trust Company of Detroit 


“AN estate is helpless and 
A cannot protect itself, there- 

fore the position of a 
fiduciary is almost a_ sacred 
one,” said Dr. Ralph Eastman 
Badger, economist directing the 
activities of the trust investment 
department, Union Guardian 
Trust Company, Detroit. ““The 
handling of trust funds,”’ he con- 
tinued, “‘necessarily involves re- 
sponsibilities far beyond the law. 
The trust company acts in the 
capacity of counsellor for the 
trusts it administers, with the 
added duty of executing those 
policies best adapted to the 
trust under consideration. 

“The trusts that come into 
our hands for administration can 
be classified broadly into two 
divisions —decedent and living 
trusts. Taking into considera- 
tion the needs of the benefici- 
aries, the terms of the instru- 
ment, and the legal limitations, 
we endeavor to place all invest- 
ments upon a_ substantial 
foundation as speedily as pos- 
sible, in a manner which I will 
explain more in detail later. 

“Living, or voluntary trusts are 
becoming increasingly popular, espe- 
cially since there set in the drastic 
declines in investment values which 
have occurred during the past two 
and a half years. The average in- 
vestor has no plan. He buys hap- 
hazardly. Usually, he has no facilities 
for following up his investments other 
than those afforded by the market 
pages of the daily newspapers. He is 
subject to the psychological influences 
which are imposed upon him by his 
necessarily incomplete viewpoint, at- 
tained from the fragmentary informa- 
tion he has assimilated. Few men, 
excellent money-makers though they 
may be in the pursuit of their busi- 
hesses or professions, have the time, 
available information, or inclination 
necessary for the safeguarding of the 
Wealth they have accumulated. The 
great majority of investors would be 
considerably better off in the long run 
if they created living trusts with 
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reputable trust companies possessing 
the facilities for watching investments 
closely from the standpoint of real 
values. By creating instruments giv- 
ing authority to the trust company to 
invest part of the funds in high grade 
bonds, and reserving the right to 
themselves if they desire to instruct 
the company to invest in well seasoned 
common stocks, they would find in 
the great majority of cases that not 
only were their estates increased, but 
that their incomes would be enhanced 
and more certain. 


‘“T°HE administration of trusts in- 

volves two major types of activity. 
The first we may call the legal, and the 
second the financial. The legal aspects 
of trust management involve, among 
other matters, qualifying under various 
instruments of appointment, inter- 
pretation of legal documents, filing of 
court returns, assembling necessary 
documents to make securities nego- 


tiable, protection of rights of 
various beneficiaries, and the 
termination of trusts and execu- 
torships. 

“‘The financial phase of trust 
management involves the main- 
tenance of proper records of 
account and the supervision 
of investments. In many ways 
investment management of trust 
funds is the most important 
work performed by trust com- 
panies. It is here that the most 
costly errors can be made, or 
the most tangible benefits 
brought to beneficiaries. In fact, 
all. other phases of trust ad- 
ministration are in a way sub- 
ordinate to the investment func- 
tion. 

“The necessity for the super- 
vision of trust investments has 
been increasingly emphasized 
during the past decade. Eco- 
nomic changes of the greatest 
importance have taken place 
during this period; new methods 
of banking have been evolved; 
old industries have disappeared 
and new ones have developed 
with astounding rapidity; al- 
most overnight we became a creditor 
nation. Instruments of finance have . 
become more varied and complex 
than ever before, and have greatly 
increased in number. 

“It is estimated that a trust com- 
pany with $100,000,000 of trust funds 
on its accounts will have on its con- 
trols some 4,000 different obligations 
representing companies, municipalities 
and nations all over the world. The 
work of supervising these instruments, 
the major portion of which come in 
with estates, is by its very nature com- 
plex and involved. Broader economic 
training and a more specialized expe- 
rience, have, as a consequence, been 
demanded more than ever before. 

“In discussing the supervision of 
trust investments, three distinct ac- 
tivities must be considered. 

‘First, there is the mechanical detail 
necessary to anticipate expiration of 
subscription rights; preparation of 
proper reports in regard to called or 
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maturing bonds, tenders and reorgani- 
zations, and the preparation of in- 
terest and dividend reports. 

“Secondly, analyses must be made 
of securities on trust accounts to 
determine the advisability of retention 
or sale of such securities. 

“Thirdly, new investments must be 
originated. 


The Mechanical Details 

“Several types of records are essen- 
tial to trust investment control. First, 
there should be a record of securities 
by individual trusts. A card should be 
made out for every individual security 
and the amount of that security held 
in each trust recorded. Secondly, 
there should be a cross index of hold- 
ings by trusts. This record should set 
out the necessary collateral informa- 
tion regarding the status of the trust 
together with an inventory of all in- 
vestments made or held. 

“From records of this nature it is 
possible to prepare monthly reports 
covering coupons to be cut, both by 
item and by trust; maturities by item 
and by trusts; dividends to be received, 
by items and by trusts. 

‘In addition to these records a folder 
should be prepared for each item held 
as soon as it is set upon the securities 
control. Such a folder is the repositary 
for current information as gathered. 
Financial statements should be written 
for as soon as a new security comes 
under the jurisdiction of the company. 
Such reports as issued by the company 
should be obtained annually there- 
after. In addition, at least one stand- 
ard financial service such as Moody’s, 
Standard Statistics, Poor’s or Fitch, 
should be consulted. 

“The process of following called 
bonds, offers for sinking fund, reorgan- 
izations, redemptions, expiration of 
conversion privileges, etlc., should 
be part of the definite duties assigned 
to one or more clerks. Such notices 
should be followed in the current 
financial services and newspapers, and 
checked against the index of holdings. 


Analysis of Securities 


“When a trust comes into our hands, 
the first slep is to make a detailed 
analysis of the securities it contains. 
Such a study should cover the nature 
of the trust, that is to say, whether the 
trust company acts for it as admin- 
istrator, executor under will, guardian, 
or agent under a living trust. Then the 
assets of the trust should be carefully 
classified. From information obtained 
it can be determined what securities 
to sell immediately; what securities to 
retain until more favorable conditions 
develop; what securities to retain 
indefinitely. 

“Decisions in respect to the relen- 
tion or sale of securities will be facili- 
tated by the adoption of certain 


principles. The factors which should 
be uppermost in the mind at all times 
are, first, safety of the principal, and 
second, adequate income return. In 
order to bring these factors into play, 
actions should be governed by definite 
principles. 

“First, the merit of the investments 
must be investigated. 

“The diversity of the investments 
must be carefully considered. Ad- 
equate diversity is a cardinal principle 
in the making of trust investments. 

‘Taxation, both state and federal, 
must be considered to see if shifts may 
be advantageous. 


- Making New Investments 


“Various questions arise when con- 
sideration is given to the making of 
new investments. Shall investments 
be confined entirely to bonds and 
mortgages, or shall a certain propor- 
tion of investments be made in com- 
mon stocks? Shall an effort be made 
to obtain a maximum yield on invest- 
ments purchased, or shall only the 
very highest type of bonds be pur- 
chased with a low net yield? 

“The answer to the first question 
depends in part on the laws of the 
state in which the trustee operates, 
and in part on the nature of the instru- 
ment by which the trust was created. 
There are strong reasons for adopting a 
most conservative policy in respect to 
trust investments in all cases where the 
trustee is not specifically directed to 
make equity investments. The force 
of this remark is emphasized by the 
present extremely drastic decline in 
the values of listed stocks which has 
recently taken place. The decline has 
been more rapid and far-reaching than 
any other previously recorded in the 
history of the country. 

“First mortgages on adequately 
improved real estate are ideal invest- 
ments for trust funds within certain 


limits. Appraisals must be soundly 
made, machinery must be set up 
adequately to guard against any 


default in the status of the mortgage. 
Proper records of insurance must be 
kept; periodic appraisals made; and 
an annual check undertaken to make 
sure that taxes are properly paid. 

“Because of the lack of liquidity in 
mortgages, not more than 50 per cent 
of any given fund should in normal 
times be submitted to this type of 
investment. At this particular time 
with the marked falling off in real 
estate values which has accompanied 
the depression, this proportion might 
be substantially reduced. 

“Coming now to the consideration 
of bond investments, the utmost care 
must be taken in their selection. As 
previously mentioned, safety of prin- 
cipal and regularity of income should 
invariably be the factors governing all 
decisions made. Maximum yield at 
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the expense of any degree of safety of 
principle should never be considered, 
Bonds of the highest grade and best 
managed companies should be sought, 
even though secured by somewhat 
less rigid mortgage provisions, rather 
than bonds of poorer or less important 
companies strongly secured by mort- 
gage provisions. 

“Although opinions may differ, there 
are strong arguments against the 
purchase of any foreign issues for trust 
funds. Our present position in inter- 
national finance is an anomaly. Our 
tariff policies inevitably jeopardize all 
foreign loans. The situation has been 
greatly aggravated by large annual 
loans abroad from 1922 to 1928. The 
next several years must witness either 
a great influx of foreign goods, or 
wholesale defaults of foreign bonds. 
The flow of gold over the past decade 
has virtually stripped many nations of 
further means of payments to this 
country except through the sale of 
goods or services. The final solution 
will be difficult unless there are funda- 
mental changes in our tariff policies. 

“Definite standards should be set 
up for the purchase of each type of 
bond. 

“With such guides before one, a list 
of ‘approved bonds’ should be pre- 
pared consisting of securities which 
meet the requirements demanded oi 
them as fully as possible. Selections 
for investments for trusts should then 
be made from this list of approved 
securities. 

“In the purchase of any one security 
a strict limit should be placed upon the 
amount which may be bought. The 
effect upon the market, should a 
large block of the security be thrown 
upon it, must be considered. If an 
investment becomes unsuited for one 
trust and sale is recommended, it 
usually follows that all investments 
held by other trusts in that security 
become unfavorable also. This in- 
volves disposing of the total amount 
of such security held by the different 
trusts. If a large proportion of any 
issue had been purchased, it can 
readily be seen that the market for this 
securily might become seriously de- 
pressed during the process of liquida- 
lion. By rigidly confining purchases 
for all trusts to a maximum of five per 
cent of any issue, with an average pur- 
chase of one per cent of the total 
amount of any issue outstanding, this 
possibility will be obviated to a greal 
extent. This rule should be held in- 
violate, even though the security is 
of the highest grade and rated AAA. 


Periodical Reviews 


Each trust should be analyzed at 
least once a year. At this time the 
investment status of each item and its 
suitability should be reviewed and the 
necessary action taken. Such audits 


(Continued on page 24) 
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ixed-Trust-Share Collateral 


the number of outstanding shares 

of fixed investment trusts at 
85,000,000, representing an original 
investment of approximately $500,- 
000,000. These shares are held by 
investors in cities, towns and villages 
scattered from coast to coast. Since 
the shares are in bearer form, it is 
impossible to determine just how many 
holders there are, but a safe estimate 
would place them close to a million. 

Since the fixed trust shares are so 
widely held, there is an important 
angle which must be considered —the 
collateral angle. Almost every banker 
in the country has been called upon to 
take fixed trust shares as security for 
loans. That hundreds of bankers lack 
a definite conception of the fixed trust 
is shown by a personal survey recently 
made by Administrative and Research 
Corporation, New York. 

In considering collateral —no matter 
what its nature —a sound banker must 
find satisfactory answers to at least 
five questions: 

1. What is the value of the col- 

lateral? 

2. How quickly and where can it 

be sold? 

3. How certain is it that a firm bid 

can be found? 

4. Where can current quotations 

be found? 
5. How can value be checked from 
time to time? 

In considering fixed trusts, there are 
sound logical answers to each of these 
questions —as follows: 

1. For loaning purposes, the value 
of a fixed trust share is the aggregate 
value of the underlying stocks. A 
fixed trust certificate may be accurately 
compared to a warehouse receipt issued 
by a large bank (usually a leading New 
York City bank) for a proportionate 
interest in a specified list of common 
stocks and cash, which are held by the 
bank as trustee and administered by 
it, in accordance with the terms of a 
trust agreement. Most banks accept 
collateral loans against high-grade 
common stocks listed on the New York 
Stock Exchange. In many parts of the 
country, banks are equally familiar 
with lending on warehouse receipts for 
cotton and other commodities. Both 
forms are usually regarded as among 
the highest-grade paper in a bank’s 
portfolio. 

2. The fixed trust certificate is in 
bearer form, ownership passes by 
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delivery, underlying stocks do not have 
to be transferred and the banker is 
called upon for neither endorsements 
nor guarantees. Since there is a broad 
“over-the-counter” market for sound 
fixed trust shares, they are marketable 
through practically any local invest- 
ment dealer. And 
even should there 
be a lessening of the 
“over-the-counter” 


demand for the | 
shares, the bids do 
not drop, because 4 


in most cases the 
holder can liquidate 
through the trustee, 
obtain the under- 
lying stocks and sell 
them on the ex- 
change at full cur- 
rent value. 
Different fixed 
trusts have different 
provisions for liqui- 
dating through the 
trustee, but the 
holder of practically 
any such trust can 
obtain full net liq- 
uidating value by 
presenting his shares 
to the trustee. The 
ability to liquidate 
through the trustee 
acts as a “‘backlog”’ 
for the ‘‘over-the- 





which comprise the portfolios of the 
fixed trust shares. These stocks in 


most cases are listed on either the 
New York Stock or Curb Exchanges. 
They have active, broad markets and 
good rates of turnover. 

1. While 


fixed trusts are not 
ordinarily listed on 
exchanges, the proc- 
ess of ascertaining 
values and markets 
is not greatly dif- 
ferent from listed 
securities. There is 
a broad and active 
“‘over-the-counter’’ 
market for fixed 
trusts, especially 
those that are larger 
and better known; 
quotations appear 
daily in practically 
all newspapers. 

5. The banker 
can determine the 
value of fixed trust 
shares in any of 
three ways: (1) as- 
certain the current 
bid by looking in 
the newspaper 
under the heading 
of ‘‘Investment 
Trusts’; (2) obtain 
a bid from practi- 
cally any local 
brokerage house or 





counter’ market. 
Because of this 
“backlog,” traders, 
sponsors and invest- 
ment dealers are 
always ready and 
willing to provide 
bids for the trust 
shares. This keeps 
the market active 
and firm, and also tends to keep Lhe 
bid for the trust shares in line with the 
actual current market value of the 
underlying stocks. 

3. Firm bids are usually easily 
obtainable. These bids come from the 
trust sponsors themselves, from invest- 
ment houses handling fixed trusts, or 
from trading houses specializing in 
buying and selling fixed trust secu- 
rities. 

Unlike most securities, the bids are 
not primarily governed by the demand 
for the trust shares’ themselves. 
Instead, they are governed by the 
current market prices of the stocks 





investment dealer; 
(3) calculate the 
approximate _ liqui- 
dating value from 
the current quota- 
tions on the under- 
lying stocks. 


HE trust certifi- 
cate recites the 
list of stocks, and the number of shares 
of each per “trust unit.” It also states 
the number of trust shares issued 
against each unit. For example, the 
portfolio of one of the leading fixed 
trusts comprises thirty high-grade 
stocks. Sixteen shares of each of these 
stocks are deposited with the trustee 
against the issuance of a unit of 10,000 
trust shares. Twenty-eight of the 
thirty stocks are listed on the New 
York Stock Exchange. Two are on 
the New York Curb. By referring to 
a newspaper, the current quotation on 
each stock can be obtained. Multiply- 
ing these quotations by 16 and adding 
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up the list will result in the approxi- 
mate value per unit of 10,000 trust 
shares. Dividing by 10,000 gives the 
value of one trust share. Dividend 
accumulations can be ignored from a 
loan standpoint since they simply add 
to the collateral value. Some trusts 
have a varying number of shares of the 
underlying companies, making col- 
lateral value calculation slightly more 
complicated. 


‘Tails article is predicated on the 

purely fixed type of trust. There are 
numerous semi-fixed trusts and so- 
called “‘supervised funds” or unit type 
trusts in which the original list of 
stocks may be changed by the sponsors 
and substitutions made. In this type 


of trust, collateral is not fixed but may 
vary from time to time. The banker 
must depend entirely upon outside 
quotations to make his calculations. 
From the standpoint of sound bank- 
ing, a properly set up fixed trust should 
be considered as good, in some cases 
better, collateral than individual 
stocks. For instance, if American 
Telephone and Telegraph is good col- 
lateral, then a combination of Ameri- 
can Telephone and Telegraph, East- 
man Kodak, and Standard Oil of New 
Jersey is better collateral, provided 
the sponsorship of such a combination 
is sound. It is better collateral be- 
cause it is “mixed” —made up of stocks 
which individually are good. If such 
security is good, then a combination 
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of twenty-five or thirty such stocks, 
covering a wide variety of industries 
and enjoying unquestionable sponsor- 
ship, should be excellent. 

Such carefully picked “mixed” col- 
lateral is exactly what constitutes a 
high-grade fixed trust. The trust 
certificate simply is a receipt for the 
stocks. And where a trust is properly 
set up, as is the case with most of the 
larger and more widely distributed 
modern fixed type, the trustee will 
deliver the underlying stocks in ex- 
change for the certificates, or will pay 
the approximate current liquidating 
value in cash if the trust share holdings 
represent a fractional interest in any 
of the underlying stocks. Its collateral 
value is the value of itscomponent parts. 


Test of Centralized Control 


department and says: 
$15-—-OK?” 

The bookkeepers then make out a 
stop order and rush over to the ledger 
and clip that stop order to the depos- 
itor’s ledger card. If the $15 check 
draws out all the remaining balance 
and other checks come in later that 
day, they are sent back. Fast action 
‘ safeguards the money the bank has 
paid out through its own windows. 

In these times the tellers put a stop 
order on almost any check over $15, 
because they can regard it as queer if 
the average family withdraws more 
than that amount in cash at any one 
time. This promptness holds National 
Shawmut’s overdrafts and losses down 
to a point that compares favorably 
with other banks of its kind and size. 

Checks on other branches of Na- 
tional Shawmut are handled very 
quickly. No entry is needed for these. 
Out-of-town checks are listed, as a 
matter of safety. 

You might think that the tellers in 
the various branches have considerable 
leisure time, especially during the dull 
hours of the morning. So did the 
officials of the bank! For a time they 
tried having some of the tellers come 
to the main office for a few hours to 
help out with the work there. But 
they came to feel that a teller’s first 
interest is. in his own window and that 
it’s only fair to allow him time to study 
his job, time to learn the people in his 
neighborhood, and time to analyze 
local economic conditions and to get 
acquainted with the leisurely depos- 
itors who do their banking when 
business is not too brisk. 

The tellers keep fairly busy at what 
they have to do. Indeed, the officials 
believe, if the tellers were required to 
handle the work of their windows and 
do all the paper work a teller has to do 


“John Jones — 


(Continued from page 7) 


in some banks, he wouldn’t have time 
to use his head as much as he now 
can do. 

Step around to the main office of 
National Shawmut at 40 Water Street 
now. 

Of course, with all the detail work 
of twelve branches coming to the main 
office, you’d expect a busy force there. 
You ask to see the control room and 
are told, to your surprise, there is no 
real control room. The transit room 
gets the work from all the branches 
and takes care of it from then on. 

“How about special forms?” you 
probably ask. 

“There really are none,”’ the answer 
comes. ‘The stop order ticket we use 
is about what every bank uses for 
notifying the bookkeepers about certi- 
fied checks. We doubt if we have any 
exclusive forms. Rather, we have an 
absence of forms —a simplification. 

“Our transit room is very little 
different from the transit room of any 
bank. As you know, all deposits 
coming to the bank are proved to 
insure that our customers receive the 
proper credit for the items that are 
deposited. Then the items that come 
in the deposit are distributed so that 
they in turn may be collected. This 
includes checks payable in Boston, 
including checks on our own bank, 
and also checks drawn on banks in 
cities all over the United States and in 
many foreign countries. 

“Our system is no whit different 
from what it would be if we didn’t have 
branches. We do not have to clear 
transactions between the branches, 
because the branches have no credits. 
When a man makes a deposit at a 
branch, the branch sends the cash in 
and sends along a deposit slip for what 
has been taken in. We prove that. 
The teller has to know how much cash 


he started the day with and he must 
have that amount when he closes his 
window at night, but that is true 
everywhere. 

““Have we made it clear that we do 
all the control work here at the main 
office, and that in fact we really need 
very little control of any kind?” 


OF course, they add, all systems are 

subject to improvement and change. 
National Shawmut prides itself on 
keeping flexible. Having all the work 
in one spot under the eyes of competent 
department heads makes it possible to 
bring about changes as soon as 
needed. 

They don’t, as a matter of fact, put 
system ahead of other factors in 
running a bank. They don’t consider 
that their set-up is the world’s best. 
In fact, they can see a number of ways 
in which their present set-up could be 
greatly improved. But they have 
tried to do the best with what they 
have. 

“If | had to choose between a good 
system and poor men, and a poor 
system with good men to run it, I’d 
take the good men every time,” says 
one department head. “The right 
men can make a success of any system. 
Similarly, no system will work right 
unless you have men of ability to 
run it.” 

Part of National Shawmut’s success 
is due to its making continual improve- 
ments in its equipment. A network 
of telephone lines bridges the gap 
between tellers at the branches and 
the necessary points of information at 
the main office. Telautographs are 
used at two branches. Out-of-town 
checks are photographed. The book- 
keeping has been entirely mechanized. 

The files are placed in safes, and at 
a touch of a finger the card desired 
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Priced at $102.50 delivered U. §. A. Now on 
display at all local Burroughs sales offices . . 
or you may write the factory for full particulars. 








|, —_—s now offers a standard typewriter of the same high quality that has 
long been associated with the Burroughs name. This quality is apparent in its 
attractive appearance and scientific design... in its precision of manufacture... in 
its materials and workmanship ... in its speed, ease and smoothness of operation. 
Behind this new Burroughs Typewriter is the Burroughs standard guarantee, and 
an efficient worldwide organization of service men—trained, paid and directed 
by the Burroughs Company. A demonstration will reveal many exclusive features 
and the distinct advance. it represents in typewriter construction and operation. 
BURROUGHS ADDING MACHINE COMPANY . . . SECOND BOULEVARD, DETROIT, MICHIGAN 


* 


Manufacturers of ACCOUNTING MACHINES «+ ADDING MACHINES 
STATISTICAL MACHINES +*« TYPEWRITER BOOKKEEPING MACHINES 
TYPEWRITER BILLING MACHINES + CALCULATING MACHINES 
CASH MACHINES *« TYPEWRITERS * CORRECT-POSTURE CHAIRS 


In writing to advertisers please mention The Burroughs Clearing House 
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pops to the surface. ‘These things 
make for speed and economy. 

As a result of the success of central- 
ized control in its commercial accounts, 
National Shawmut has recently com- 
pleted the centralizing of all its savings 
accounts. Here again some of the 
newest equipment and machines have 


anadian 


NE of the more important state- 
QC) ments which head offices of 

Canadian banks require from 
their offices is a report on the routine 
of the branch. The completion of this 
form is considered more or less as a 
disagreeable chore at many branches 
and its value to head office is some- 
limes little appreciated. The report 
shows the number of checks, deposits, 
drafts, etc., which have been handled 
by the branch for the period designated 
and includes all routine entries —from 
loans to safety deposit box calls. At 
well regulated offices this information 
is entered daily in a book provided for 
the purpose and the totals are tabu- 
lated by machine. To junior officers 
who usually do the work, these totals 
sometimes have little significance but 
to head office departments they are an 
invaluable guide in efficient super- 
vision. If “B” branch in its semi- 
annual stationery order should place 
an order for 45,000 checks and its 
routine statement showed that in the 
same period only 20,000 had been 
handled by the branch, the stationery 
supervisor knows at a glance that there 
has been an error in the order or else 
the branch is expecting an abnormal 
volume of business. A memo to the 
branch will bring an explanation or 
confirmation and in this way surplus 
stationery at the branches is kept to 
immediate requirements and freight 


and express charges saved. The 
routine statement is also of some 
assistance to staff supervisors. Com- 


parison of reports and staff enrollments 
will show the branches bearing the 
heaviest routine burdens and the staff 
can be adjusted accordingly. 


* * * 


The effectiveness of the amendment 
to the criminal code of Canada by 
which writers of “N. S. F.”’ checks are 
liable to a jail term on conviction, 
evidently hinges on the magistrate’s 
interpretation of such phrases as 
“reasonable time’ and ‘‘reasonable 


grounds” which appear in the act one 
or more times. 


One of the first cases 





proved in advance that they will pay 
their way. When you’re paying down- 
town rent for your main office, in a 
congested city like Boston, you make 
very sure that nothing is being wasted 
in the way of rent. Because of its 
simplification and avoidance of criss- 
crossing, National Shawmut probably 





Notes and 


By G. A. G. 


brought under the amendment in 
Ontario was dismissed recently, the 
magistrate finding that there was no 
intent to defraud. The accused had 
failed to cover a check for $100 drawn 
on a bank in which he had no account 
but evidence was submitted to show 
that the check had been met half a day 
late on the receipt of funds which had 
been expected. While there may have 
been mitigating circumstances in the 
Ontario action, many bankers believe 
that if the precedent set in the case is 
generally followed, banks will obtain 
little relief under the new amendment. 
It is pointed out that as long as check- 
writers can dash off checks on banks 
in which they have no account and 
drop in a day or a week later to cover 
and still be within the law, the nui- 
sance factor will remain as before. 


* * x 


The season’s best hoarding story 
comes from Alberta. It seems that a 
dairyman in the sunny province had 
accumulated $757 but, unfortunately 
for the livestock around the farm, he 
deposited his savings in the First 
National Pocket Bank. One of the 
bossies with a keen understanding of 
values filched it out of his pocket while 
he was in the milking barn and enjoyed 
a $775 cud, leaving a chewed bill-fold 
and a dime for a souvenir. The 
Alberta dairyman on discovering his 
loss was faced with a nice problem. 
All his savings had gone into a cow but 
which one of the twenty-three in the 
herd had the investment he was unable 
to tell. He called in a veterinary and 
arrangements were made to operate 
at $10 a cow. After mumbling “eeny 
meeny miny mo,” the veterinary 
picked out one of the twenty-three 
and operated. It was a blank. He 
drew another one but apparently it 
wasn’t his lucky day for it was just 
another blank. As the expense was 
mounting up, the farmer stepped in at 
this stage and called off the operations 
and all bets and is now scratching his 
head wondering what todo next. One 
of his friends has suggested a raffle. 
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has as small a main office staff as does 
any large city bank doing the same 
volume of business. 

And these things, plus a great many 
others of course, helped to bring 
National Shawmut through the recent 
great trouble with its flag still waving 
and with every man on deck. 








Comment 


A weslern banker thinks it would go 
over with a bang. The advertising 
matter would have interesting possibil- 
ities. “You pays your money and 
takes your choice with $775 as first 
prize,” would be an arresting slogan 
for the campaign. 


* * * 


In thumbing through an old 1913 
bank directory, a Canadian bank man- 
ager was impressed with the contribu- 
tion that mining has made to the 
growth of Canada and Canadian bank- 
ing in twenty years. Off-hand he has 
listed twelve points supporting twenty- 
four banks which do not appear in 
the old directory and which were only 
blank spaces on the map_ twenty 
years ago. Discoveries of gold, silver 
and copper have turned these spots 
in the wilderness into thriving towns 
and cities and his list which follows is 
far from complete: 

‘Town No. of Banks 
Rouyn, Quebec............. 2 
Flin Flon, Manitoba......... 2 
Connaught Station, Ontario. . | 
Beeeret, Gnterse............. 2 
Kapuskasing, Ontario...... 2 
Kirkland Lake, Ontario...... 4 
Matheson, Ontario...... hit, 1 
Sioux Lookout, Ontario... 1 
Timmins, Ontario i) 
Noranda, Quebec............ 5 
Pascalis, Quebec............ 1 


* * * 


Out in Edmonton they have sud- 
denly discovered that they are still 
paying for a sewer built in 1904. In 
other Canadian cities indignant tax- 
payers are writing to the newspapers 
stressing the need for municipal 
economy. ‘This uprising among tax- 
payers is a rebellion just about twenty 
years late. Some of those who are 
protesting most vigorously against 
rising taxes look suspiciously like the 
same crowd who were petitioning coun- 
cils for paved roads in country lanes 
only a few years back. The letter- 
writers who are now taking a crack at 
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municipal officers through the columns 
of the newspapers are probably the 
same group who not so long ago were 
sniping at the banks for sounding a 
note of warning on the rising costs of 
government. 


* * * 


\ Toronto newspaper recently com- 
mented favorably on the practice of 
Canadian banks in appointing regional 
directors. The chartered banks have 
always sought directors in all sections 
of the country and outstanding busi- 
ness men in the chief centers of the 
Dominion are to be found on all bank 
boards. As the majority of the banks 
do a nation-wide business, this policy 
is helpful to executives and branch 
managers at many important points 
who have the benefit of the experience 
and advice of successful local men 
familiar with their trade area. 
Canada’s ten banks have approxi- 
mately 163 directors and although the 
head offices of the banks are mainly 
concentrated in Toronto and Montreal, 
the directorates are not only national 
but international as well. A recent 
record of Canadian bank directors 
shows that eighteen cities in the 
Dominion are represented with New 
York, Chicago and London, England, 
men also on Canadian bank boards. 
Toronto leads the list with fifty-four 
while Montreal is a close second with 
forty-eight residents appearing on bank 
directorates. The following list show- 
ing the number and home city of bank 
directors gives some indication of the 
national character of the _ boards: 
Toronto (54), Montreal (48), Winnipeg 
(10), Quebec City (8), Halifax (8), 
Vancouver (5), Hamilton (5), Calgary 
(2), Saint John, N.B. (2), Galt (1), Fort 
Coulonge, Que. (1), North Bay (1), 
Buckingham, Que. (1), Waubaushene, 
Ont. (1), Fredericton, N. B. (1), St. 
Catharines (1), Oshawa (1), Sher- 
brooke (1), London, England (5), 
New York (1), Chicago (1). 


* * * 


The door of the “X” branch had 
hardly opened for business when a tall 
cadaverous man carrying a_ heavy 
suit case entered and bore down on the 
manager’s office. The manager im- 
mediately scented a book agent and, 
drawing the junior aside, he said: 
“Tell that man inside that I will look 
over his books some other time, that 
they probably won’t suit me any way 
and that I am engaged on the daily 
audit and too busy to talk to him.” 
'he junior did as he was instructed 
and on returning said: ‘The gentle- 
man says that he will look over your 
books now. That they probably won’t 
suit him. That he will take over the 
daily audit and you will be too busy to 
talk to anybody before he gets through. 
He says he is the inspector.” 
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The Lighter Side of Banking 


(Continued from page 14) 





Difference” which is confined almost 
exclusively to ledger-keepers. Go into 
any banking office on a quiet evening 
when two or three of these young 
gentlemen are indulging in this pleas- 
urable pastime and you will be amazed 
at the sparkling repartee and the 
scintillating cross-talk which is non- 
chalantly bandied back and _ forth. 
“Hurry up with that damn adding 
machine” says “A.” “Keep your 
shirt on” comes back “B” with 
lightning rapidity and so on and so 
forth far into the night. 

Tellers, of course, have their own 
particular pleasures which are denied 
to men of lesser breed. “Cashing the 
Forged Check” is probably the fore- 
most of these special perquisites and 
is exquisitely humorous. This par- 
ticular joke often lasts for years, during 
which time the amount involved is 
repaid in small monthly installments. 
It will be readily understood that this 
prolongs the amusement of all con- 
cerned for an almost indefinite period. 

“Foreign Exchange,” with its in- 
finite variety and its fascinating per- 
mutations and combinations, helps not 
a little to add to the enjoyment of the 
youthful banker. The gentleman, for 
instance, who presents a check for 
10,000 Rupees and wishes to take the 
proceeds in the form of draft in 
Corsican Banditi, is always welcome. 
If it is remembered that three Corsican 
Banditi equal one Italian Mussolini, 
and that two Italian Mussolini equal 
thirty cents (Canadian), the problem 
practically solves itself. 

It happened some years ago I was 
temporarily in charge of a country 
branch owing to the absence of the 
manager on his annual vacation. One 
morning an elderly gentleman entered 
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the bank and walked in to the Man- 
ager’s private office. As I knew the 
old boy quite well and was aware that 
he held the responsible position of 
messenger boy to a local telegraph 
company, I was not particularly im- 
pressed but as soon as possible, I went 
to see what he wanted. 

As soon as I entered the room, he 
fixed me with a piercing stare and, 
pointing to the manager’s chair, said 
in a sepulchral voice, “Sit down.” I 
did so, and my visitor thereupon seated 
himself opposite me. Leaning forward 
he again favored me with a penetrat- 
ting gaze, and after a long pause spoke. 

“I wish,” he said, “‘to open an ac- 
count. Thinking that he had prob- 
ably just received his monthly pay 
check of $25, I was not overawed, 
“Oh yes,” I said easily, “a savings 
account I suppose.” 


Y visitor waved the interruption 

aside. ““This account,” he continued, 
“‘will probably be the largest account 
in Canada or China.” The correct 
reply to this peculiar statement was 
for the moment completely beyond me. 
I goggled at him like a fish. ““Er —what 
name will this account be in?” I 
ventured at last. The old gentleman 
rose and struck a Napoleonic attitude. 
“Lew Chung Chong, Chinese Man- 
darin,” he announced firmly and 
reseating himself he folded his arms 
and fixed me with the hypnotic gaze 
of a boa constrictor toying with a 
fascinated rabbit. 

With an effort, I pulled myself to- 
gether, ““Who is Lew Chung Chong?” 
I said somewhat weakly. “Me,” said 
my visitor calmly although ungram- 
matically. 

I rose with a laugh. This laugh was 














intended to convey the fact that | 
saw and appreciated the joke but 
realized I was being fooled. The 
result was rotten. The laugh sounded 
something like the croaking of a con- 
sumptive frog, and the effect on the 
Chinese Mandarin was electrifying. 
He sprang to his feet and in a voice 
vibrant with rage, he _ thundered! 
“Young man you have insulted the 
entire Chinese Nation. You have 
laughed at the Great Mandarin. And 
I deal in firearms too.” He stalked 
to the door. “You will hear from me 
later,” he announced, and made a 
dignified and effective exit. 

This concluded the performance for 
that day but the following morning, 
in he came again. Having warned 
the rest of the staff to dash in at the 
sound of the first shot, I went in calmly 
to meet my fate. Savoir faire and 
esprit de corps such as this are inevi- 
table after long service in a bank. 
However, I had _ been needlessly 
alarmed. The old gentleman was 
quiet, courteous and affable. 

“Good morning,” he said politely. 
“I wish to open an account.” The 
opening seemed familiar but I was 
determined not to be caught napping. 
“Certainly,” I said firmly. ‘How 
much do you wish to deposit?” 
“Well,” said the old gentleman, “I 
have just been appointed legal adviser 
to the Bank of England and have 
received my first month’s salary.” 
Saying which, he laid a dollar on the 
table and looked at me expectantly. 
Taking him gently and firmly by the 
arm, I led him to the door and wished 
him good day. To my intense surprise 
he went like a lamb. I was fully 
expecting him next day and was not 
disappointed. He strode up to my 
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counter, clicked his heels together and 
saluted smartly, “I wish to open an 
account,” he said briskly. “This 
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account will be in the name of Arthur 
Smith, Captain and Adjutant of His 
Majesty’s forces, Geneva, Switzer- 
jand.”” Here he turned and seeing a 
fat lady, who was writing a check 
at the desk, he addressed her. “Go to 
hell,” he said tersely and left the 
unfortunate woman petrified with 
astonishment and indignation. 

It is perhaps unnecessary to prolong 
the painful story much further. I 
might mention the morning that he 
was King Solomon and wished to add 
our stenographer to his already exten- 
sive harem, or the day that he was a 
poached egg and was looking for a 
piece of toast. It was perhaps un- 
fortunate that owing to my somewhat 
sunburned complexion, he mistook me 
for the object of his search. The end 
came all too quickly. At the end of the 
most exciting week in my experience, 
he was removed to the provincial 
asylum where he shortly died. 

His passing, however, left us with a 
pretty problem in banking. What was 
to be done with the dollar which he 
left as the Chinese Mandarin, the 50 
cents which he deposited as King 
Solomon and the 25 cents with which 
he rewarded me on the last occasion 
on which we saw him? My suggestion 
that the 25 cents should be deposited 
to the credit of Humpty Dumpty was 
looked upon coldly by the manager. 
As he pointed out, it is possible that 
Head Office might have objected. 
The result was that the entire week’s 
takings were sensibly invested in 
something to restore my _ shattered 
nerves. Something very satisfying in 
the way of Liquid Assets. 






































“Have you in mind conversion or re- 
demption, Miss Spriggs ?” 

“Good gracious, Mr. Pitkin, are we 
iscussing business or religion ?”’ 
—The Dark Horse, Lloyds Bank, London. 
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USE OF CHECKS 
WILL INCREASE 


The first reaction to the tax on checks may have caused 
a temporary swing to an increased currency basis. But 
second sober analysis of the dangers of pickpockets, 
loss and unthrifty influence in carrying large amounts 
of cash will soon bring depositors back to the habit 
of using even more checks. q Gilbert Safety Bond is a 
non-sltersble, chemically treated, and surface colored 
rag bond of sturdy strength and foldability. Its writing 
surface is perfect. Made in 6 colors and white, it has 
a plain no-pattern surface 100% legible. Ask your 


printer, engraver or lithographer for sample test sheets. 


GILBERT SAFETY BOND 


THE LEGIBLE SAFETY 


GILBERT PAPER COMPANY, MENASHA, WISCONSIN 
Manufacturers of High Grade Bonds and Ledgers for Forty Years in a 
Modern Mill by Experienced Craftsmen Keyed to High Quality Production. 
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Practice for Trust Investment 


should be scheduled to precede the 
regular annual reports made for the 
benefit of the courts and beneficiaries. 


“Reviews of each security and 
groups of securities should also be 
undertaken periodically. Unceasing 


vigilance is necessary to make certain 
that the securities selected for trusts 
continue to maintain the conditions 
under which they were originally 
selected. By analyzing groups of 
securities, inherent weaknesses which 
will develop later can often be detected 


(Continued from page 16) 


before they occur. Under such a plan, 
for example, a complete review of 
Florida municipalities might have 
been undertaken in time to avert some 
of the grief that fell to the holders of 
Florida municipal bonds. Similar 
action would have prevented losses in 
<uropean, Australian or Brazilian 
bonds. Securities of doubtful value, 
the sale of which may not be im- 
mediately advisable, can be noted for 
reviews at regular intervals. 

‘The recommendations of the trust 
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Send for this TEST TUBE of 
HAMMERMILL SAFETY PAPER 
prepared for Bank Executives 


‘The usual method of showing Safety Paper is to prepare a small sample book 


with lithographed and printed checks. 
send to anyone who may request them. 


We have such sample books which we 


But we believe that bank executives should have ail the information available 
about our Safety Paper quality and be in a position to make their own critical 


searching tests. 


So we have prepared a Test ‘Tube of Hammermill Safety Paper with no pretty 
printed samples but with full size sheets of Hammermill Safety Paper out of 
stock, just as they would be delivered to your lithographer. 


There is a sheet of each color and on each sheet printed directions for mak- 
ing the most practical searching tests of Safety Paper quality. These sheets are 


not for ornament or show. 
scraped with knives and erased. 


They are to be torn, and folded, tested with acid, 
Put them through every ordeal you choose and 


you are to judge the quality of Hammermill Safety Paper from your own tests. 


Hammermill Safety Paper is made from pulp to finished sensitized sheet in 


one mill. 


We know that it is superior in quality. 


this to his own satisfaction. 
will send the Test Tube on request. 


HAMMERMILL 


PAPER COMPANY, 


We want every bank official to prove 


We invite you to test Hammermill Safety Paper and 


ERIE, PENNSYLVANIA 














In writing to advertisers please mention The Burroughs Clearing House 








investment department are placed 
before the trust committee for con- 
sideration and approval. 

“This committee should consist of 
certain officers of the trust company 
acting ex-officio, and members of the 
board of directors, selected because of 
their business experience and invest- 
ment judgment. 

*‘At meetings of the trust committee, 
the investment officer should have 
individual files for each item con- 
sidered and should lay before the com- 
mittee all germane information, ex- 
plaining fully all reasons for recom- 
mendations. The minutes of each 
meeting contain a written record of 
each item discussed and of all recom- 
mendations. When recommendations 
cannot be carried out, reasons for such 
failure should be entered on the com- 
mittee records to clear the records. 

‘*‘We are sometimes asked if we pur- 
chase all securities for trusts on the 
open market,” continued Dr. Badger. 
“Our answer is emphatically, ‘Yes.’ 
It should be a cardinal principle of 
trust administration to avoid inter- 
company or inter-group dealings, even 
though such dealings are on a no 
profit basis. Where the investment 
selection is connected in any way with 
a ‘selling company,’ there is always 
the temptation at least to assign to 
trust funds those issues that are least 
readily salable to the general public. 
We feel that it is infinitely better prac- 
tice to buy securities in the open 
market for our trusts—securities in 
which we have no interest at all except 
from the impartial standpoint of their 
worth, safety and marketability. 

“One other point in connection with 
the purchase of bonds for trust ac- 
counts might be mentioned, and that 
is the importance of recognizing the 
cyclical fluctuations which normally 
occur in bond prices. There are dis- 
tinct and definite movements of bond 
prices during the several phases of a 
complete business cycle. For con- 
venience a complete cycle may be 
resolved into the following phases: 
recovery, prosperity, crisis, liquidation, 
depression. Long term bond prices 
usually reach a peak late in the re- 
covery stage or early in the prosperity 
phase of acycle. Bond prices continue 
to decline during the remainder of the 
prosperity phase and during the early 
stages of liquidation. The low point 
in the index of high grade bonds usually 
comes late in the liquidation phase or 
early in the depression phase, after 
which a recovery may be looked for. 

“These, in brief,’ concluded Dr. 
Badger, “‘are some of the main func- 
tions which we believe should be per- 
formed for the best operation of a 
trust investment department.” 
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Twenty-five 


Reorganization of Real Estate Properties 


title to the property and cover the 
expenses incurred by the committee. 

It must be remembered that when 
title passes at foreclosure sale, the 
property is subject, nevertheless, to 
prior liens. These consist largely of 
unpaid taxes. In the Chicago area it is 
not unusual for a property to come 
into the hands of the former bond- 
holders with three years’ taxes unpaid. 
These must be paid before effective 
reorganization can proceed. 

Suppose, for example, we have an 
apartment building valued in 1927 at 
$1,500,000 on which there is a bond 
issue of $800,000. The issue defaulted 


as to interest, and it was found that | 


unpaid taxes amounted to $75,000. 
The property was sold at foreclosure 
and bid in for the bondholders for the 
amount of the mortgage. The next 
step is to raise enough on the building, 
or by some other means, to pay the 
taxes and expenses of sale. If a lender 
can be found, the trustee holding title 


for the former bondholders can pledge | 


the property for, say, $100,000 — barely 
enough to pay the taxes and expenses 
of sale, without leaving anything in 
the hands of the committee for working 
funds. Thus the lender will receive 
as security for his $100,000 a first 
mortgage on a building which once 
carried a first mortgage of $800,000 — 
ample security, certainly, even in these 
times of deflated real estate values. 


N a number of the earlier reorganiza- | 


tions, loans of some size were arranged 


and the proceeds distributed among 


the former bondholders, in addition 
lo some evidence of interest in the 
equities remaining after these new 
loans. The committees in arranging 


these loans yielded to the pressure of | 


the former bondholders, some of whom 
needed money to live on, but many of 
whom were merely panic-stricken. 
Every capable bondholders’ committee 
is very careful not to have its new 
financing too heavy or its terms too 
onerous. A second reorganization is to 
be avoided. At the present time, how- 
ever, 
danger of securing a larger loan than 
the property will bear. The com- 
mittees are having much difficulty now 
In securing enough money to pay the 
expenses of foreclosure, the amount 


it seems futile to worry over the | 


payable to non-depositing bondholders | 


and delinquent taxes. 

A problem which will undoubtedly 
be encountered as reorganizations pro- 
ceed apace is that of the sale of 
the participating interests in the 
reorganized property. Listing on rec- 
ognized exchanges has not yet pro- 
ceeded very far. Many underwriters 
have discontinued business. Owners 
Will be widely scattered and 





their | 


(Continued from page 9 


individual interests relatively small. 
Some will be willing to sell their 
equities for nominal sums, either 


because they are pressed for funds or 
because they believe that their invest- 
ment has vanished. 

To take care of these contingencies 
in advance so far as possible, provision 
is made in recent reorganization plans 
for a sinking fund, into which some 
portion of the earnings will go to 
create a market for participating 
interests offered at the lowest price. 


It is too early to predict the attitude 
of the new owners on the question of 
the sale of the property asawhole. Will 
they be in a hurry to sell at a sum 
which will produce a small fractional 
part of their original bond investment, 
or will they hold on? They may lose 
heart and approve a sale at a sacrifice. 
On the other hand, when these several 
hundred thousand new owners through- 
out the country know exactly what 
their interest is worth and begin to get 
regular statements of operating results 
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tect your interests twenty-four hours of every day. 


After the closing hour, A.D.T. stands guard over your vault 
. electrical science now out-watches the most dependable 


watchman. 


During business hours, A.D.T. protects you against holdup. 
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and a check for the net income, they 
may become enthusiastic equity in- 
vestors in a big way. The future 
attitude of these investors toward rea] 
estate will be influenced in large 
measure by the outcome of their 
present investment. And the future 
of real estate investments will be 
influenced no less by the attitude of 
the present involuntary equity owners, 

If the public’s money is to partici- 
pate in new real estate enterprises, 
management must be a factor. It is 
quite as important an element as in 
industrial and commercial enterprises 
and there it is the biggest single factor. 
A sound capital structure for a large 
building enterprise calls for low-cost 
senior financing, which may be dis- 
tributed publicly or placed with insti- 
tutions. Subordinate to that, the 
public’s money must be had on some 
terms to represent the equity. These 
two classes of investors are necessary 
in all large-scale real estate financing. 
But they must be assured of capable 
management if their support is to be 
secured. It is management which will 
obtain and hold tenants; it is manage- 
ment which will draw money from 
bankers, mortgage buyers and the 
public. 


The Reluctant Sub- 
scriber 


A SUBSCRIBER had “signed for” 
ten shares of the capital stock of a 
certain bank. Then the directors 
passed a resolution releasing him from 
his subscription, and, on the bank’s 
insolvency, the subscriber claimed that 
he was not liable on his subscription. 
“It has been settled by very numer- 
ous decisions that the directors of a 
bank are incompetent to release an 
original subscriber to its capital stock, 
or to make any arrangement with him 
by which the bank, its creditors, or the 
state, shall lose any of the benefits of 
his subscription,” said the Illinois 
Court. —M. L. H. 


The Conflicting Claims 


N Oklahoma bank lent a director 
thereof money in direct violation 
of a law of that state. 

Previous to this the same director 
had borrowed money from a third 
party, and pledged his stock in the 
bank as collateral security for the loan. 

Then the bank attempted to assert 
a lien against the stock for its loan. 

“I took the stock in good faith, and 
you cannot assert a lien on a loan you 
made contrary to law,” the first lender 
contended, and the United States 
Circuit Court of Appeals ruled in his 
favor in 216 Federal Reporter, 843. 
—M. L. H. 
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FROM A BUSY DESK 





cBy Hy. W. Sanders 


Cashier, First National Trust and Savings Bank of Santa Barbara, California 


OW that the first flurry and com- 
N motion caused by the bank 

check tax has begun to die down, 
it is becoming apparent that it may 
not be such a bad thing after all. 
Coupled with the graduated or metered 
service charge, it is reducing the 
number of checks drawn very mate- 
rially. Of course, the banks will lose 
a great many of the 


being taken off after the instrument 
has passed through the bank, the 
covering letter is unnecessary, and a 
window envelope saves the addressing 
of an ordinary envelope. 


* *” * 
Philip Withermore, vice-president of 


the Futurity National, was hearing of 
aman, once wealthy (on 





smaller accounts, and it 
takes courage to face a 
loss of any sort of busi- 
ness in a year like this, 
but by and large over 
the country as a whole, 
there will be nearly as 
much money on deposit, 
and a real lifting of the 
intolerable burden of 
expense against which 
we have struggled for 
the past ten years. 


* * 
* 


Here in Santa Barbara 








MR. SANDERS 


paper), who now has be- 
come so reduced that 
he has accepted employ- 
ment asa janitor. Philip 
stated that the man was 
lucky, that when he 
(Philip) had been down 
and out some twenty 
years ago, he could not 
even get a job as a 
janitor. 


* * Ok 
George Bernard Shaw 


in one of his books gives 
a definition of credit: 








we put into effect about 
a year ago the schedule 
of service charges recommended by the 
California Bankers Association —and 
in passing, it may be noted that a 
state bankers’ association can do good 
work in working out uniform charge 
schedules. The schedule calls for a 
charge of four cents on items not 
compensated for by adequate balances. 
We have experienced some evidences 
of resentment from the public, on the 





theory that to pay a bill costs four 
cents charge, two cents tax and three 
cents postage, a total of nine cents. 
We have pointed out, however, that 
only about one check in twenty pays 
four cents charge to the banks, and 
that we would much prefer to have 
the items covered by adequate bal- 
ances, and that five cents of the cost is 
governmental charges over which we 
have no control. 


* * * 


We have just adopted a voucher 
check for the trust department that 
Saves five separate operations and 
forms. These were (1) a posting ticket 
made out and passed through the 


trust department records; (2) a check; 
(3) a voucher in duplicate to be signed 
and returned by the payer; (4) a 
covering letter; and (5) the envelope. 
In the form used, a duplicate forms 
the posting ticket, the original is both 
check and voucher, the voucher part 


“A purely abstract 
opinion formed by a 
bank manager as to the ability of 
a customer to repay an advance of 
goods.” So important is the soundness 
of such “opinions” that we use our 
best men for this work and pay them 
the highest salaries. Shaw, being a 
socialist, goes on to advocate the taking 
over of banking by the government, 
believing that the government could 
hire ability in the same way that the 
big English banks, which he has in 
mind, can hire managers. Few prac- 
tical bankers, we think, will agree 
that civil service examinations could 
be devised that would discover the 
right sort of judgment and balance 
needed in successful credit work. 


* * * 


Bert Vogel, manager of the Pico- 
Figueroa Branch of Citizens National 
Trust and Savings Bank of Los 
Angeles, has the record of having made 
a 1,000 per cent safe loan. It was 
secured by a like amount of gold coin 
of the United States, cherished as 
lucky pieces by the owner, and there- 
fore put up as collateral rather than 
spent. 


* * * 
Another time-saver is a form of 


“memorandum check’ used for 
amounts paid on behalf of customers. 
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‘@ucsts at the William Penn en- 


joy the prestige of a good ad- 
dress. From coast to coast it is 
known as a hotel of distinction, 
possessing an atmosphere ap- 
preciated by experienced trav- 
elers. Yet rates are reasonable. 


V, Mbracliv 


ROOM «/BATH 
CTIee 
S 
73.50 






William Penn Res- 
taurants serve the 
highest quality of 
food at moderate 
prices. 


HOTEL 


WILLIAM Penn 


PITTSBURGH 


1600 ROOMS...1600 BATHS 











Extraordinary 
Vault Bargain 


DOOR—Circular R.H. Swing 15” Solid 
thickness—clear opening 84’ diameter— 
geared bolt work. 

STEEL LINING—Size 16’-4’’ W. X 20’- 
O” Deep X 8’-2” High—inside; 4” thick— 
50% Drill proof Steel. 

Immediate delivery. Here is your opportu- 
nity to purchase one of the finest jobs at a 
ridiculously low price. 


FOR SALE BY 


The Bank Vault Inspection Co. 


Philadelphia, Pa. 




















American BANKING 
IN TRANSITION 


By HY. W. SANDERS 


At last Mr. Sanders’ brilliant comments on 
present-day banking have been made available 
in book form. Within the more than 170 pages 
of this book the reader will find helpful guid- 
ance in the many pressing problems with 
which banking is confronted in this ‘“‘new era.”’ 
An approval copy will be sent to any bank or 


banker. (Price, $2.00) 


BANKERS PUBLISHING COMPANY 
Book Dep’ t—465 Main St., Cambridge, Mass. 











Formerly we used to pass through a 

















Next Month: 


‘“‘Bonds—Secondary Reserves or Earning 


Assets ?”? By Hy. W. Sanders, Cashier, First 
National Trust and Savings Bank 
Santa Barbara, California. 
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WATCHMAN... 


TELL US OF THE NIGHT 




















Watchman, as you make the method- 
ical circuit of your floors, what are your 
thoughts? Are you tempted, by the all- 
pervading peace, to intone, as watchmen 
used to do, “‘All’s well! All’s well!’ 


Do you ever, as you pass the rows of 
numbered doors, philosophize like this: 
“There are women here who are timorous 
when alone at night in their own homes. 
There are those who thought they 
couldn’t rest in a strange bed. Yet they 
all sleep like children in their cribs.” 


Do you ever soliloquize like that ? Prob- 
ably not. You sum it up in a word to 
your wife in the morning, “It’s a dull 
job I have. Nothing happens at all.” 


But you are an old Statler employee*, 
so you know the reasons for the calm. 
You could tell us there are two. One is 
the feeling of absolute security felt by 
our guests. The other is the beds, the 
soothing, restful beds. 

You could tell us, too, that the beds 
lull one to sleep because they’re equipped 
with deep box springs and inner-spring 
hair mattresses. 

You would say, “They’re good beds. 
The best that can be had.” And you 
would be right, for they are. And we 
might add — we have always thought 
that the most important thing in a hotel 
room is the bed. And so we have pro- 
vided the finest springs and mattresses 
we could buy, and covered them with 
snowy sheets and soft blankets, that our 
guest might sleep the perfect sleep and 
rise refreshed. 

*73% of Statler stockholders are em- 


ployees. 


























HOTELS STATLER 


where ‘*The guest is always right’’ 


BOs TON 


CLEVELAND 


‘m7 NEW YORK, 
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charge and send our cashier’s check, 
This form is like a check and, on being 
countersigned by an officer, forms 4 
charge to the customer’s account when 
presented through the clearings or 
across the counter. A duplicate is the 
advice to customer and a triplicate 
the bank’s record of such items issued, 














* * * 








A hoarder of currency who desired 
to salt away his money got soaked. It 
happened this way: he drew some 
$2,000 from his bank, put it in a short 
length of pipe, screwed a cap on each 
end and hid it in the ice chest of his 
soda fountain. Some weeks later he 
began to get over his panic, got out 
the pipe, spent hours in getting off the 
caps because they were rusted on 
securely, then found that salt water 
had penetrated and soaked the bills 
until they were almost unrecognizable. 
With great care, in two days they were 
extracted and sent, by the good graces 
of the bank whose safety he had dis- 
trusted, to the Federal Reserve, and 


























hoarder got more in the way of soaking 





* * * 






The European plan of estimating 
wealth in terms of income, rather than 
of capital, is to be commended. We 
say that a man is worth a million 
dollars, if his statement shows an excess 
of assets over liabilities in that amount 
of bookkeeping dollars. Yet it has 
been shown again and again in the 
past three years that these book values 
melt away when the attempt is made 
to realize on them. Capital assets are 
worth what they will bring when and 
if sold. On the other hand, income is 
a real measure of wealth and the ulti- 
mate determinant of capital value. 
From a credit point of view, it is much 
safer to look at income first, “‘net 
worth” afterwards. 













* * * 






The trust field continues to be the 
most promising one for future business 
building in banking. Heavier and 
heavier grow the levies of income and 
estate and inheritance taxes year by 
year. Recently an estate of some 
$200,000 passed to the widow of the 
owner, and two years later she died 
and it passed to her children. The net 
shrinkage in the two transfers was 
$31,200. This was not caused by 
sudden shrinkage in securities after 
appraisement as in the case of some 











pression, but was just the usual 
expenses of administration, legal costs 
and taxes of all sorts. Had the hus- 







his lifetime, income to himself while he 
lived, then to the widow, and the 
property to the children after both 
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much and heat, with primitive sanitation or 
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beauty. Private capital would gladly 
go into the business of producing and 
renting comfortable, convenient and 
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Now STYLES e New APPLICATIONS 


HE new Burroughs Adding Machines have a 





wide variety of uses in bank figure work. For 
example, writing transit letters, interior proving, 
trial balance and proof of ledger posting; also all 
routine addition and subtraction. New features 
further simplify machine operation and bring 
increased speed and special adaptability to each 
kind of work. 





Any bank will find one or more of these machines 
a sound, economical investment. Ask the local 
Burroughs office to explain completely the new 


features and uses. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 







An eight column Burroughs Desk Adding Ma- The New Burroughs with double motor bar Burroughs Adding Machine equipped with 
chine. All styles of Burroughs Desk Machines subtracts as quickly and easily as it adds. By double adding mechanism. Wide, movable 
require only 9” x 13%" space; are operated depressing the minus motor bar an amount carriage for listing and totaling in various 
with one hand; may be moved aside when not is instantly subtracted. By depressing the columns of wide forms. May be obtained with 
im use or easily carried to another desk. plus motor bar an amount is instantly added. special features for proof or transit work. 
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VY 
This New Desk Duplex Adding Machine adds 
two sets of figures in one run and provides a 
separate total of each set; also adds groups of 
figures, furnishing a total of each group and a 
grand total of group totals without relisting. 





: 4 
urroughs 


Manufacturers of ACCOUNTING MACHINES * ADDING MACHINES 
avelite STATISTICAL MACHINES *« TYPEWRITER BOOKKEEPING MACHINES 
— TYPEWRITER BILLING MACHINES * CALCULATING MACHINES 
d with CASH MACHINES « TYPEWRITERS * CORRECT-POSTURE CHAIRS 


| with 


work. 








Thirty-two 


BURROUGHS 


y CORRECT- 
| POSTURE 


HAIR 

















Adds to the returns on your present invest- 
ment in office equipment by increasing pro- 
duction while reducing fatigue and errors. 
Its scientific design assures correct posture 
with the upper part of the body free for 
efficient work. The ball bearing swivel re- 
places twisting of operator’s back. The chair 
fits any individual, being easily adjusted with- 
out tools. For more details call our local office. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 
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a meeting to decide what to do, then 
bought a farm adjoining the city 
limits. With a couple of weeks’ work 
from the entire community, the houses 
and stores were moved bodily across 
on to the new townsite, which then 
proceeded to incorporate under a 
slightly different title. Only the rail- 
road depot was left on the old townsite 
when the bondholders came to look 
for the security behind their invest- 
ments, and pretty soon the railroad 
company moved too so as to avoid 
having to carry the entire load of 
debt. The bondholders had no re- 
course against the townspeople. 
* * * 

Philip Withermore says the situation 
can be summed up in five words: 
‘““Rubber income and iron debts.” 


* * * 


The prize short short story of the 


month comes from the assistant cashier 


who was asked by a lady if the bank 
provided envelopes in which currency 


| might be stored in a safe deposit box. 


She had heard that they had envelopes 
just the right size and shape. 
* * * 


At Tenino, Washington, after the 
failure of the bank, there was a scarcity 
of change and they imprinted “wooden 
money” on small pieces of veneer. The 
newspapers all carried stories about the 
wooden money, but not all of them told 
the story of the sequel. Tenino was 
lifted out of depression by a tremen- 
dous demand for the currency from 
collectors all over the country. 

* * * 

Philip Withermore was asked by a 
social science professor if he did not 
appreciate living in such an interesting 
economic period. Philip said yes, but 
he felt like one of the peasants in 
France in 1914 who lived in an in- 
teresting political period. 


HE cards are usually stacked against 
the criminal, although he little 
realizes it. At one branch a fraud 
artist apparently familiar with bank 
routine stole a blank draft and altered 
the numbers and the branch stamp to 
that of another office so that it could 
not be traced. To make a thorough 
job of it he referred to the signing 
officers’ file and carefully copied the 
signatures of two signing officers at 
the branch. It just happened that 
there had been a little careless filing 
and one of the signatures copied had 
lapsed and should have been removed 
from the record. The draft was easily 
detected when it was presented for 
payment because not only was the 
signature unauthorized but it also was 
that of a member of the staff who had 
left the bank some years previously. ‘ 
—G. A. G. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-11-32-ADV. 











